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NEBRASKA STATE COLLEGE SYSTEM
(A COMPONENT UNIT OF THE STATE OF NEBRASKA)

INDEPENDENT AUDITOR & REPORT

Board of Trustees of the Nebrasktate College System
Lincoln, NE

Report on the Financial Statements

We have audited the accompanying financial statements of the bugipessctivities and the discretely
presented component units of the Nebraska State College System (NSCS) (a compbaottite State

of Nebraska), as of and for the years ended Jun2039,and2018, and the related notes to the financial
statements, which collectively comprise the Net
as listed in the Table @ontents.

Management 6s Responsibility for the Financi al S
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States afaAthés includes

the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditords Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We did not
audit the accompanying financial statementthefChadron State, Peru Staiellege and Wayne State
Foundations (Foundations), discretely presestmdponent units of the NSCS, as of and for the years
ended June 3@019 and2018, December 312018 and2017, andJune 302019 and2018, respectively

Those statements are presented separately on 2@tgsugh22, 24 through28, and31through33. We

also did not audit the financial statements of the Nebraska State Colleges Facilities Corporation, a blended
component unit of the NSCS, and the activity of the Nebraska State College System Revenue and
Refunding Bond Program, which repres@percentand28 percent, respectively, of total assets, &d

percent an@®5 percent, respectively, of total liabilities, and 2 percentzpeércent, respectively, of total

net position at June 3@019 and 2018, and total revenues constitutira percent and20 percent,
respectively, of the primary government for the years then efdezke statements were audited by other
auditors whose reports have been furnished tmds,ong wi th the Foundati on
herein,and our opinion, insofar as itlagées to the amounts included for the Foundations, the Nebraska
State College System Revenue and Refunding Bond Program, and the Nebraska State Colleges Facilitie:
Corporation, is based solely on the report of the other auditors. We conducted our acchird@ance
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with auditing standards generally accepted in the United States of America and the standards applicable
to financial audits contained (Bovernment Auditing Standardssued by the Comptroller General of the
United States. Those standardsuisgjthat we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement. The financial statements of
the Foundations, Revenue and Refunding Bond Program, and the Facilities Gorpoea¢ not audited

in accordance witlsovernment Auditing Standards

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financi al statement s. The pr oenteidcluding she s e | ¢
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error
I n making those risk assessments, the auditor c
and fair presentmn of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of
internal control. Accordingly, we express no such opinigdn audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimate
made by management, as well as evaluating the overall presentation of the financial statements.

We believe thathe audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, based on our audit and the reports of the other auditors, the financial statements referred
to above present fairly, inlamaterial respects, the respective financial position ofbtgnesdype
activities and the discretely presented component ohitse NSCS, as of Jurg®, 2019 and2018, and
December 312018 and2017, (Peru Stat€ollegeFoundation) and the respedichanges in financial
position and cash flows thereof for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Emphasis of Matter
As discussed in Note 1 to the financial statements, the 2048cfal statements have been restated to
correct a misstatement. Our opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America reguilet t he Manag
Discussion and Analysion pageslO through 17, be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting StandarBoard, who considers it to be an essential part of financial reporting

for placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplememdanyation in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consi stency wi tsgonsas &noargnguimesy the lsmsic rfigancial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures dovit# ps with
sufficient evidence to express an opinion or provide any assurance.



Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the NSCS’ ss. Olkesdhedulds are mesantedafdr pusposastoeadugional
analysis and are not a required part of the basic financial statentemtb. information has not been
subjected to the auditing procedures applied in the audit of the basic financial statemdeattspedingly,

we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance withGovernment Auditing Standardsve have also issued our report dated
Decembed?2,2019onourconsder ati on of the NSCS's internal (
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is solely to describe tleecdamyr testing of internal

control over financial reporting and compliance and the results of that testing, and not to provide an

opinion on the effectiveness of the NCSC’s int
That report is an tegral part of an audit performed in accordance @ittvernment Auditing Standards

in considering the NSCS's internal control over
December 12, 2019 Zachary Wells CPA,CISA

Audit Manager



CASEY ® PETERSON

Leading the Way.

Independent Audt or ' s Report
Board of Directors

Chadron State Foundation

Chadron, Nebraska

We have audited the accompanying financial statements of Chadron State Foundation (the Foundation), which
comprise the statement of financial position as of June 30, 2019,araldted statements of activities, functional
expenses, and cash flows for the year then ended, and the related notes to the financial statements.

Management's Responsibility for the Financi al St at e

Management is responsible for the preparatiorfaingresentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America,; this includes the design, implementation,
and maintenance of internal control relevant to the preparation amdeaémtation of financial statements that are

free from material misstatement, whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these financial statements based on ouWeauditnducted our

auditin accordance with auditing standards generally accepted in the United States of Afmleoisa.standards

require that we plan and perform the audit to obtain reasonable assurance about whether the financial statement:
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statementsThe procedures selected depend on the auditor
material misstatement dfi¢ financial statements, whether due to fraud or efromaking those risk assessments,

the auditor considers internal control relevant to
statements in order to design audit procedurdsati@aappropriate in the circumstances, but not for the purpose of
expressing an opinion on t he eAtdordimgly, weexpreasstichoginion. he e
An audit also includes evaluating the appropriateness of accourtdlinjep used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriatéde prbasis for our audit
opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Chadron State Foundation as of June 30, 2019, and the changes in its net ci$setsisim flows for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

| @ I

909 St. Joseph Street, Suite 101 | Rapid City, SD 57701 | 605.3481930
612 S. Douglas Hwy | Gillette, WY 82716 | 307.682.4795
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Emphasis of a Matter

As discussed in Note 2 to the financial statements, as of and for the years ended June&3@ 2018, Chadron

State Foundation adopted Financial Accounting Standards Board (FASB) Accounting Standards Update (ASU)
201614, Presentation of Financial Statements of-fdofProfit Entities. Our opinion is not modified with respect

to this matter.

Adjustments to Prior Period Financial Statements

The financial statements of Chadron State Foundation as of June 30, 2018, were audited by other auditors whose
report dated October 19, 2018, expressed an unmodified opinion on those financial statéseigsussed in

Note 2 to the financi al statement s, the Foundati on
apply Accounting Standards Update 2dBPresentation of Financial Statements of-MwtProfit Entities The

other auditors regrted on the financial statements before the retrospective adjustment.

As part of our audit of the 2019 financial statements, we also audited the adjustments to the 2018 financial
statements to retrospectively apply the change in accounting as descaribidei 2. In our opinion, such
adjustments are appropriate and have been properly applledvere not engaged to audit, review, or apply any
procedures to Chadron State Foundation’s 2018dfinan
accordingly, we do not express an opinion or any other form of assurance on the 2018 financial statements as a
whole.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as. aTivh
Statements of Activities by Fund on pa@dshrough25is presented for purposes of additional analysis and is not

a required part of the financial statemerfigich information is the responsibility of management and was derived
from and relate directly to the underlying accounting and other records used to prepare the financial statements.
The information has been subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, includingmparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements themselves, ar
other additional procedures in accordance with auditing standandsatjg accepted in the United States of
America. In our opinion, the information is fairly stated in all material respects in relation to the financial statements
as a whole.

éw? QM) L7D.

Casey Peterson, Ltd.
Rapid City, South Dakota
October 11, 2019, except fhiote 16, as to which the date is October 23, 2019
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INDEPENDENTAUD | T ®REPORT

To the Board of Directors Peru State College Foundation

We have audited the accompanying financial statements of Peru State College Foundation (the foundation) which
comprise the statements of financial position as of December 31, 2018 and 2017, and the related statements o
activities, functional expenses, and cash flows for the years then ended, and the related notes to the financial
statements.

Ma n a g e snResponiility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance witf
accounting principles generally accepted in the United States of America; this includes the dptegmemtation,

and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Au d i 4 Respdnsibility

Our responsibility is to expresan opinion on these financial statements based on our &\ditconducted our
audit in accordance with auditing standards generally accepted in the United States of Alrerseastandards
require that we plan and perform the audit to obtain rease@aisurance about whether the financial statements
are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements.The procedures selected depend onailtki ts pudgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud odemaking those risk assessments,

the auditor considers internal control relevant to éhe t s pregaration anéhir presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose o
expressing an opinion on the effectiveness of the énfityernal control Accordingly, we express rsuch opinion.

An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

|BDO Westroads Pointe | 1015 N. 98th St, Suite 200 | Omaha, NE68114 | T 402-390-2480
134 West Broadway | Council Bluffs, 1A 51503 | T 712-322-5503

www.hayes-cpa.com

ALLIANCE USA
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the finanmial positi

of Peru State College Foundation as of December 31, 2018 and 2017, and the changes in its net assets and its ca:
flows for the year then ended in accordance with accounting principles generally accepted in the United States of
America.

Emphasis of Mater
As described in Note A.14 to the financial statements, the Foundation adopted Accounting Standards Update (ASU)

No. 201614: Notfor-Profit Entities (Topic 958): Presentation of Financial Statements ofdidtrofits Entities.
Our opinion is not modied with respect to this matter.

74/7% & Haasciatre, L.L.C

Hayes & Associates, L.L.C.
Omaha, Nebraska
October 21, 2019
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| NDEPENDENT AUDI TOR™S REPORT

The Board of Trustees
Wayne State Foundation
Wayne, Nebraska

We have audited the accompanying financial statementheofMayne State Foundation which comprise the
statement of financial position as of June 30, 2019, and the related statements of activities, functional expenses, anc
cash flows for the year then ended, and the related notes to the financial statements.

Management 6s Responsibility for the Financial Staten

Management is responsible for the preparation and fair presentation of these financial statements in accordance witt
accounting principles generally accepted in the United States of America; thiesthe design, implementation,

and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Audi tordés Responsibility

Our responsillity is to express an opinion on these financial statements based on our\ed@onducted our

audit in accordance with auditing standards generally accepted in the United Statesrioch. Those standards
require that we plan and perform the audiblbtain reasonable assurance about whether the financial statements
are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements.The procedures selectdkde pend on the auditor’'s judgment, i
material misstatement of the financial statements, whether due to fraud odemaking those risk assessments,

the auditor considers i nt ereparatibn andofairtpresemtation eflthe firancial t o
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose o
expressing an opinion on t he eAcdordindy, weerpresssssuch dpinibnh e e
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financia
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

7140 Stephanie Lane | P.O. Box 23110 | Lincoln, NE | 68542-3110 | p: 402.423.4343 | T 402.423 4346
1314 Andrews Drive | Norfolk, NE | 68701 | p: 402.379.9294 | T 402.379.2338
9802 Nicholas Street | Suite 395 | Omaha, NE | 68114-2168 | p: 402.895.5050 | f: 4028955723
www hbecpa.com

. . . People and results you can count on.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respdictantial position
of Wayne State Foundation as of June 30, 2019 and the changes in its net assets and its cash flows for the years the
ended in accordance with accounting principles generally accepted in the United States of America.

Other Matter

The financial statements of Wayne State Foundation for the year ended June 30, 2018, were audited by anothel
auditor who expressed an unmodified opinion on those statements on September 7, 2018.

As part of our audit of the June 30, 2019 Wayne State Foondatiancial statements, we also audited the
reclassifications described in Note A that were applied to adjust the presentation of the June 30, 2018 Wayne State
Foundation financial statements related to the newowatting pronouncement ASU 2016, Presetation of

Financial Statements of Ndor-Profit Entities. In our opinion, such reclassifications are appropriate and have
been properly applied We were not engaged to audit, review or apply any procedures to the 2018 financial
statements of the Wayneafe Foundation other than with respect to the reclassifications, and, accordingly, we do
not express an opinion or any other assurance on the 2018 financial statements as a whole.

QpBE ALK

Lincoln, Nebraska
September 20, 2019



NEBRASKA STATE COLLEGE SYSTEM
(A COMPONENT UNIT OF THE STATE OF NEBRASKA)

MANAGEMENTO6S DI SCUSSI| ONi UNANUDITEINAL YSI S

This section of the Nebraska &t e Col | ege System’s (NSCS) financ
and analysis of the financial activities of the NSCS for the fiscal years ende@0]2049 and 208.

The analysis has been prepared by management of the NSCS and is intéedeatowith the financial
statements and the related footnotes that follow this section.

Management’s discussion and analysis relates on
financial position and activities of the Chadron State FoumdaPeru Stat€ollege Foundation, and

Wayne State Foundation, which are considered component units of the NSCS.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to s
staements, which include: 1) Statements of Net Position; 2) Statements of Revenues, Expenses, and
Changes in Net Position; 3) Statements of Cash Flows; and 4) NdtesRimancial Statements. This

report also contains information in addition to the basigrfcial statements.

The Statements of Net Position present i nf or ma
resources, liabilities, and deferred inflows of resources, with the difference between these elements
reported as net position. Ouw@ne, increases or decreases in net position may serve as a useful indicator
of whether the financial position of the NSCS is improving or deteriorating.

The Statements of Revenues, Expenses, and Changes in Net Position present information showing how
the NSCS’s net position changed during the fisca
as the underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reportdtegetstatements for some items that will only result in cash
flows in future fiscal periods (e.g., earned but unused vacation leave).

The Statements of Cash Flows present the NSCS’
purpose of the Statemers of Cash Fl ows is to provide inforr
payments during the year.

The Notes tothe Financial Statements provide additional information that is essential to a full
understanding of the data provided in the financetkesbents.

FINANCIAL ANALYSIS OF THE NSCS

The NSCS includes Chadron State College (CSC), Peru State College (PSC), Wayne State College
(WSC), and the NSCS Office in Lincoln. The designation as a single entity reflects the general governing
authority of he Board of Trustees, including the authority to distribute the State appropriation among the
Colleges and the NSCS Office.

The audited financials for the NSCS include information on the Nebraska State Colleges Facilities
Corporation (Corporation), a ngnofit corporation statutorily created to allow the NSCS to finance
building projects of the Board of Trustees of M®CSon any of its campuses, through the issuance of
notes, bonds, or other obligations. The members of the Board of Trustees seeveas dhof Directors

of the Corporation. Outstanding bonds issued by the Corporation are those authorized under LB 198,
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NEBRASKA STATE COLLEGE SYSTEM
(A COMPONENT UNIT OF THE STATE OF NEBRASKA)

MANAGEMENTG6S DI SCUSSI ONi UNANUDITEINAL YSI S
(Continued)

passed in 2013, and LB 957, passed in 2016. Repayment is from legislative appropriations and student
fees. The longerm debt of th&€orporation accrues to the NSCS Office, while the assets acquired as the
result of renovations and new construction appear as assets at the individual Colleges.

Audit information from the Chadron State Foundation, Peru StallegeFoundation, and Wayrfetate
Foundation is included in the report as well. With implementation of Governmental Accounting Standards
Board (GASB) Statement No. 39, the Foundations of the Colleges have been deemed to be componen
units of the NSCS. Tatements arépresemtddaseparatelyage20fthronga n c i a
22, 24 through 28, and 31 through@&3his report.

Condensed statements are presented below for the NSCS for the years ended Ju®e 3Wi82@hd

2017.

Nebraska State College System

Net Position as of June 30

Current Assets
Non-current Assets

2019

2018
As Restated

2017
As Restated

$ 65,324,730 $ 68,902,086 $ 61,913,666

Capital Assets, Net 237,983,782 234,841,616 220,659,478
Other Noncurrent Assets 6,574,268 13,378,157 29,688578
Total Assets 309,882,780 317121,859 312,261,722
Deferred Outflow of Resources 32,180 35,959 39,737
Current Liabilities 18,583,527 21,272,732 16,856,339
Non-current Liabilities 70,593,816 78,037,464 83,275,397
Total Liabilities 89,177,343 99,310,196 100,131,736
Deferred Inflow of Resources 11,765 23,060 34,355
Net Position
Net Investment in Capital Assets 170,348,943 163,790,577 162,506,457
Restricted 24,198,110 24,599,401 22,819,277
Unrestricted 26,178,799 29,434,584 26,809,634

Total Net Position

$ 220,725,852 $ 217,824,562 $ 212,135,368
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NEBRASKA STATE COLLEGE SYSTEM
(A COMPONENT UNIT OF THE STATE OF NEBRASKA)

MANAGEMENTG6S DI SCUSSI ONi UNANUDITEINAL YSI S
(Continued)

Nebraska State College System

Revenues, Expenses, and Changes in Net Position for Year Ended June 30

Operating Revenues
Tuition and Fees, Net

2019

2018

As Restated

2017

As Restated

$ 30,853,287 $ 30,742,444 $ 30,562,471

Federal and State Grants and Contracts 2,656,881 2,578,294 2,550,558
Private Grants and Contracts 665,823 798,969 1,217,839
Auxiliary Enterprises, Net 17,703,801 17,259,109 17,093,655
Other Operating Revenues 1,918,866 1,502,607 1,445,984
Total Operating Revenues 53,798,658 52,881,423 52,870,507
Operating Expenses 123,788,367 118,399,723 118,228,040
Operating Loss (69,989,709 (65,518,300 (65,357,533
Non-operating Revenues (Expenses)
State Appropriations 51,622,205 51,091,162 50,357,756
Federal and StatGrants and Contracts 12,507,412 11,950,945 11,387,897
Investment Income 1,654,620 1,507,137 1,362,963
Interest on Capital Ass&elated Debt (1,877,741, (2,024,124 (1,254,799
Gain (Loss) on Disposal of Asset 11,105 (16,117 20,733
Bond Issuance Costs - - (384,096)
Other Nonoperating Revenues (Expenses) 45,124 (1,554,173 (14,221)
Net Norroperating Revenues 63,962,725 60,954,825 61,476,233
Loss before Other Revenues, Expenses, (6,026,984, (4,563,47% (3,881,300
Or Gains (Losses)
Other Revenues (Expenses) or Gains (Losses
Capital Facilities Fee 2,157,814 2,102,454 2,093,82
Capital Contributions 2,471,221 2,975,634 1,855,690
Capital Appropriations and Grants 4,299,239 5,174,581 4,564,990
Net Other Revenues (Expenses)
or Gains (Losses) 8,928,274 10,252,669 8,514,492
Increase in Net Position 2,901,290 5,689,194 4,633,192
Net Position, Beginning of Year 217,824,562 212,135,36€ 207,502,176

Net Position, End of Year

$ 220,725,852 $ 217,824,562 $ 212,135,368
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NEBRASKA STATE COLLEGE SYSTEM
(A COMPONENT UNIT OF THE STATE OF NEBRASKA)

MANAGEMENTG6S DI SCUSSI ONi UNNUDITEINAL YSI S
(Continued)

CHANGES IN NET POSITION

At June 30, 2019, the NSCS had a net position of $220.7 million, an increase of $2.9 million or 1.3% over
2018, and up 4.0% from 2017. Net position was comprised of unrestri@2@l2 million; restricted-
$24.2 million; and net investment @apital assets $170.3 million.

Net Position at June 30, 2019

m Net Investment in Capital Assets ® Restricted Unrestricted

Operating revenues for fiscal year 2019 wes8.8million compared to $2.9million in 2018, al. 76
increase, and werk8% over fiscal year 2017 operating revenues. Operating revenues for 2019 include
$309 million in net tuition and fees, Federal grants and contractk.8hllion, State grants and contracts

of $0.8million, private grants and contracts of $0.7 million, net auxiliary enterprisels/of &illion, and

other operating revenues of $1.9 million.

Fiscal Year 2019 Operating Revenues
3.6%

1.2%
1.5%
3.4%
® Tuition & Fees, Net ® Federal Grants & Contracts

State Grants & Contracts m Private Grants & Contracts

m Auxiliary Enterprises, Netm Other Operating Revenues

-13-



NEBRASKA STATE COLLEGE SYSTEM
(A COMPONENT UNIT OF THE STATE OF NEBRASKA)

MANAGEMENTG6S DI SCUSSI ONi UNNUDITEINAL YSI S
(Continued)

Operating expenses for the year ended June 30, 2019, amouni&818riillion, compared to $118.

million in 2018, and $11&.million in 2017. Compensation and benefits accounted for $71.1 million, or
57 4% of the total; contractual services were5hmillion; supplies, materials and other, $44illion;
depreciation, $10.0 million; and utilities, $4.4 million. Other operating expenses consisted of scholarships
and fellowships, 4.7 million; repairs and maintenance, $5.6 million; communications, $0lidm and

food service, $5.7 million.

Fiscal Year 2019 Operating Expenses

0.3% 4.6%

4.6%
3.6%

3.8%
- 11.6%

6.0%
m Compensation and Benefits = Contractual Services
Supplies and Materials and Other m Scholarships and Fellowships
u Depreciation Utilities
® Repairs and Maintenance ® Communications

® Food Service

The current year operating loss amounted7@.@million, compared to an operating loss 66%million
in 2018 and 65.4million in 2017.

Non-operating revenues consist of State appropriations, Federalaady&ints, and investment income.

Fiscal Year 2019 NorOperating Revenues

2.5%

m State Appropriations m Federal & State Grants® Investment Income
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NEBRASKA STATE COLLEGE SYSTEM
(A COMPONENT UNIT OF THE STATE OF NEBRASKA)

MANAGEMENTG6S DI SCUSSI ONi UNANUDITEINAL YSI S
(Continued)

The most significant change the schedule of net position from the fiscal year ended 3ug917, to

the fiscal year ended June 30, 204/8rea decrease in necurrent restricted cash and cash equivalents

an increase in capital asse#d an increase in accounts payablée change in theskreeaccounts is

related to bond funds used for capital construction projects related to the Stadium at CSC, the Theatre at
PSC, and the Center for Applied Technology8C. The $14.2 million increase in net capital assets
during fiscal year 2018 was mostly the result of the completion of work related to the three projects.

The most significant changé the schedule of net position from the fiscal year ended 32918, to

the fiscal year ended June 30, 90derea decrease in overall cash and cash equivalents, an increase in
capital assets, a decrease in accounts payable, along with a decreasdanmamgbt. The change in

three of the accounts is related tonld funds used for further completion of the capital construction
projects related to the Stadium at CSC, the Theatre at PSC, and the Center for Applied Technology at
WSC.

Fiscal year 2019 operating revenues increased therior fiscal year, tuitiorand fee incoméncreased

by $0.1 million or 0.4%, auxiliary enterprise revenues increased $0.4 million or 2.6%, and Federal, State,
and private grants and contracts decreased $0.1 million or E&%h 2017 to 2019here werencreases

in tuition and fes of 1.0% and.6% in auxiliary enterprise, while Fedér&tate, and private grants
decreased 11.8% from 2017 to 2019.

Fiscal year 2019 neaperating revenues reflect a $0.5 million or 1.0% increase in State appropriations,
4.7% increase in Federal aBthte grants and contracts, and a 9.8% increase in investment income over
fiscal year 2018. State appropriations increased 2.5%, Federal and State grants and contracts increase
9.8% and investment income increased 21.4% between fiscal years 2019 and 2017

Operating expenses for the year ended June 30, 2019, increasedimiflti or 4.6% from the previous

fiscal year. Within the operating expenses category, compensation and benefits increased approximately
$0.6 million, contractual services increds 3 million, repairs and maintenance increased $2.7 million,

food service increased $0.2 million, and all other operating expenses incre&edilgih. Health
insurance premiums increased slightly in 2@0347, 20172018, and had no increase in 24819, with

the overall composite rates for medical and dental insurance increasing 4.9%, 8.0%, and 0.0%,
respectively.

CAPITAL ASSET AND DEBT ADMINISTRATION

As of June 30, 201%he NSCS had recorded $36&illion in gross capital assets. During fieeal year

ended June 30, 201 the investment in buildings and improvemeisreased by $33.8 million;
infrastructure increased by $0.1 million; equipment increased by $1.7 million; and construction in progress
decreased by $22.6 milliorAt the end 6the fiscal year, the NSCS h&d27.1 millionin accumulated
depreciation that left $238.0 million in net capital assets. Accumulated depreciation for fiscal years 2018
and 2017 were $117.3 million and $108.2 million, respectively, and net capitahvasse®?34.8 million

and $220.7 million, respectively.
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The NSCS had $78.1 million in loftgrm liabilities at the end of the 2@1fiscal year. These loagrm
liabilities consisted primarily of outstanding bonded indebtedness of $69.9 million and #&8@ mi
accrued compensated absences. Heng liabilities were $84.5 million and $88.6 million at the end of
fiscal years 2018 and 201respectively. Additional debt of $29.5 million was issued in fiscal year 2017
and previously existing bond obligans were reduced by $16.2 million.

Several construction projects have been completed at the Colleges, including the Andrews Hall Fire
Alarms Upgrade and Stadium Replacement projects at CSC; Administration Building Geothermal
Upgrades and TheatEvent Center Renovation & Addition projects at PSC; and Anderson Hall Air
Conditioning Upgrades, Connell Hall Window Upgrades, the Stadium Press Box Replacerdahe

Center for Applied Technology (CAT) projects at WSErojects were completed using Corpunat

bonds, College cash funds, revenue bond funds, LB T3k Force forBuilding Renewal funds,
contingency maintenance funds, capital improvement fee funds, and/or privately raised funds.

Renovation and construction was also in progress for sevejatis, including the Armstrong Gym Roof
Replacement project and the Athletic Track Facility at C8@ Field House Phase II Site project,
Electrical Upgrades projects at Centennial Complex, and the Fire Alarm Upgrade projects at six campus
buildings at BC; and the Energy Plant Chillers Upgrade project, the Morey Hall Fire Sprinklers project
and the Student Center HVAC South projects at WSKkkse projects are being funded through various
sources including Corporation bonds, capital improvement fee fiimel LB 309rask Force for Bilding

Renewa] College cash funds, revenue bond funds, and/or privately raised funds.

Planning & Design was in process for the Math Science Renovation & Addition project atheSC
Campus ADA Accessibility project at PS&hd the Peterson Fine Arts Renovation & Addition project at
WSC.

All projects using bond proceeds from LB 605 (2006) and LB 198 (2013) have been compR &b/

(2016) extended the appropriations related to the LB 605 bonds to fiscal yearm2@3@allowed for the
refunding of the LB 605 bonds and the issuance of new bond proceeds in order to help fund the
replacement of the Stadium at CSC, the renovation/addition of the Theatre/Event Center at PSC, and the
construction of the CAT at WSCI'he bomls resulting from LB 957 provided about $22 million in capital
project funds.

LB 297, passed and approved in May of 2019, extended the appropriations related to the LB 198 bonds to
fiscal year 2035.This allows for the issuance of new bonds in ordehdlp fund the Math Science
Renovation and Addition project at CSC. Bonds are anticipated to be sold in the spring of 2020, with the
hope of realizing about $22 million in proceeds for construction.

Various smaller deferred repair and fire and lifeesafupgrades- primarily funded through the
contingency maintenance programs and the808TaskForce for BuildingRenewal-are in progress at
all three State Colleges.

See the notes to the financial statements for additional discussion of capttadaddengerm liabilities.
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ECONOMIC OUTLOOK AND SUBSEQUENT EVENTS THAT WILL AFFECT THE FUTURE

The Governor and Legislature initially approved State funding for 22018 and 2012019 at
$52,142,227. However, LB 944 (2018), reduced the fiscal Y& appropriation 2% to $51,099,382

and the fiscal year 2019 appropriation 1% to $51,620,804. State funding for the NSCS increased for the
20192021 biennium. The Governor and Legislature approved State funding for20009at
$53,548,946 and 2022021at $55,527,357anincrease of approximately 3.7% each year.

The Board of Trustees increased tuition rates for ZDD. Tuition rates for 2012020 are $181.50 for
undergraduate resident, $227 for graduate resident, $363 for undergraduegsiaemt and $454 for
graduate nomesident. Online rates are $296.50 for undergraduate and $370.75 for graduate. Tuition
rates for 2018019 were $177 for undergraduate resident, $221.25 for graduate resident, $354 for
undergraduate neresident, and $442.5001f graduate nomesident. Online rates were $289 for
undergraduate and $361.25 for graduate.

In accordance with the NSCS Bargaining Unit agreements for-2029, each unit member of
professional staff will receive a 2.5% increase in both the -20P® and 20202021 fiscal years. Faculty
will receive a 2.5% increase for both the 22120 and 202@021 fiscal years. Support staff will also
receive a 2.5% increase for both the 2@020 and 2022021 fiscal years, while maintaining longevity
increases.

In addition to receiving notification that there will be a 4.99% increase in health insurance premium rates
for the 20192020 year, the NSCS has been notified that there will®&bincrease in premium rates
for the 20262021 year.

Enroliment at theState Colleges (annual FTE) stayed about even for-2018. Fall enroliments are

expected to slightly increase for 202020. The NSCS continues to engage in an increased emphasis on
enrollment management and marketing.
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NEBRASKA STATE COLLEGE SYSTEM
(A COMPONENT UNIT OF THE STATE OF NEBRASKA)

NOTES TO THE FINANCIAL STATEMENTS
Forthe Fiscal Years Ended June 30, 2019 and 2018

Summary of Significant Accounting Policies

Organization

The Nebraska State College System (NSCS) is a governmental institution established under and
governed by the laws of the State of Nebraska. TheéN&perates under the jurisdiction of the
Board of Trustees of the Nebraska State Colleges. The NSCS includes Chadron State College
(CSC), Peru State College (PSC), Wayne State College (WSC), the NSCS Office, and the
Nebraska State Colleges Facilities ganation (a blended component unit). The NSCS is a
component unit of the State of Nebraska (State) because it is financially accountable to the State.
The financial statements include all funds of the NSCS. The major accounting principles and
practicesfollowed by the NSCS and its separately reported foundation component units are
presented below to assist the reader in evaluating the financial statements and accompanying notes

Reporting Entity

The NSCS has considered all potential component unitgHigh it is financially accountable and
other organizations that are fiscally dependent on the NSCS, or the significance of their
relationship with the NSCS is such that exclusion would be misleading or incomplete. The
Governmental Accounting Standardedd (GASB) has set forth criteria to be considered in
determining financial accountability. These criteria include appointing a voting majority of an
organi zation’s governing body and (1) t he
organization ol2) the potential for the organization to provide specific financial benefits to, or
impose specific financial burdens on, the NSCBhe NSCS is also considered financially
accountable if an organization is fiscally dependent on and thepetentialfor the organization

to provide specific financial benefits to, or impose specific financial burdens on, the NSCS
regardless of whether the organization has (1) a separately elected governing board, (2) a
governing board appointed by a higher level of goreent, or (3) a jointly appointed board.

As required by Generally Accepted Accounting Principles (GAAP), these financial statements
present the NSCS and its component units. The component units are included in the NSCS
reporting entity because of thgsificance of their operational or financial relationships with the
NSCS.

Blended Component Unit

The Nebraska State Colleges Facilities Corporation (Corporation) is a nonprofit corporation
incorporated in 1983 to finance the repair or construction dflibhgs or the acquisition of

equi pment for use by the NSCS. Thi s compone
because of the significance of its operational or financial relationships with the NSCS. This
component unit is an entity thatlegally separate from the NSCS, but is so intertwined with the
NSCS that it is, in substance, the same as the NSCS. Debt of the Corporation is expected to be
repaid entirely with resources from either the NSCS or the State. Management of the NSCS also
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NOTES TO THE FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting PoliciegContinued)

has operational responsibility for the acti-’
and transactions are blended into the accompanying financial statements and reported in a manner
similar to the balances and transactions of the NSCS itself. The separately issued audit report for
the Corporation can be obtained by contacting the Nebraska State College System at 1327 H Street,
Suite 200, Lincoln, Nebraska, 6856851.

Condensed stataants showing NSCS and Corporation balances and transactions are as follows
for fiscal year ended June 30, 2019:

Condensed Statement of Net Position

NSCS Corporation 2019 Total
Current Assets $ 62,827,070 $ 2,497,660 $ 65,324,730
Non-current Assets
Capital Assets, Net 237,983,782 - 237,983,782
Other NonRcurrent Assets 4,654,242 1,920,026 6,574,268
Total Assets 305,465,094 4,417,686 309,882,780
Deferred Outflow of Resources 32,180 - 32,180
Current Liabilities 14579,814 4,003,713 18,583,527
Non-current Liabilities 41,694,499 28,899,317 70,593,816
Total Liabilities 56,274,313 32,903,030 89,177,343
Deferred Inflow of Resources - 11,765 11,765
Net Position
Net Investment in Capit#lssets 200,828,132 (30,479,189) 170,348,943
Restricted 22,216,030 1,982,080 24,198,110
Unrestricted 26,178,799 - 26,178,799
Total Net Position $ 249,222,961 $ (28,497,109 $ 220,725,852
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NOTES TO THE FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Rolicies(Continued)

Condensed Statement of Revenues, Expenses, and Changes in Net Position

NSCS Corporation 2019 Total
Operating Revenues
Tuition and Fees, Net $ 30,853,287 $ - 30,853,287
Federal and State Grants and
Contracts 2,656,881 - 2,656,881
Private Grants and Contracts 665,823 - 665,823
Auxiliary Enterprises, Net 17,703,801 - 17,703,801
Other Operating Revenues 1,918,866 - 1,918,866
Total Operanhg Revenues 53,798,658 - 53,798,658
Operating Expenses
Depreciation 10,010,801 - 10,010,801
Other Operating Expenses 113,777,56€ - 113,777,566
Total Operating Expenses 123,788,367 - 123,78,367
Operating Loss (69,989,709 - (69,989,709
Non-operating Revenues (Expenses)
State Appropriations 51,622,20¢E - 51,622,205
Federal and State Grants and
Contracts 12,507,412 - 12,507412
Investment Income 1,531,246 123,374 1,654,620
Interest on Capital Ass®elated Debt (1,160,854 (716,887) (1,877,741)
Gain (Loss) on Disposal of Asset 11,105 - 11,105
Other Nonoperating Revenues (Expense 61,524 (16,400) 45,124
Net Norroperating Revenues (Expenst 64,572,63¢ (609,913) 63,962,725
Loss Before Other Revenues,
Expenses, Or Gains (Losses) (5,417,071 (609,913) (6,026,984)
Other Revenues (Expenses) or Gains
(Losses)
Capital Facilities Fee 2,157,814 - 2,157,814
Capital Contributions 2,471,221 - 2,471,221
Operating Transfers In (Out) (370,099 370,096 -
Capital Approprations and Grants 3,174,239 1,125,000 4,299,239
Net Other Revenues (Expenses)

Or Gains (Losses) 7,433,178 1,495,096 8,928,274
Increase (Decrease) in Net Position 2,016,107 885,183 2,901,290
Net Posifon, Beginning of Year 247,206,854 (29,382,292) 217,824,562
Net Position, End of Year $ 249,222,961 $ (28,497,109) $ 220,725,852
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Summary of Significant Accounting PoliciegContinued)

Condensed Statement of Cash Flows

NSCS Corporation 2019 Total

Cash Flows from Operating Activities $ (60,490,714) $ - 8 (60,490,714)
Cash Flows from Noncapital Financing

Activities 64,061,736 - 64,061,736
Cash Flows from Capital and Related

Financing Activities (9,021,355) (5,997,862) (15,019,217)
Cash Flows from Investing Activities 2,113,951 (1,216,273 897,678
Increase (Decrease) in Cash and Cash

Equivalents (3,336,382) (7,214,135) (10,550,517)
Cash and Cas Equivalents, Beginning

of Year 66,424,382 10,196,785 76,621,167
Cash and Cash Equivalents, End of

Year $ 63,088,000 $ 2,982,650 $ 66,070,650
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Condensedtatements showing NSCS and Corporation balances and transactions are as follows
for fiscal year ended June 30, 2018:

Condensed Statement of Net Position

NSCS 2018 Total
As Restated Corporation As Restated
Current Assets $ 66568,243 $ 2,333,843 $ 68,902,086
Non-current Assets
Capital Assets, Net 234,841,616 - 234,841,616
Other Noncurrent Assets 5,408,995 7,969,162 13,378,157
Total Assets 306818,854 10,303,005 317121,859
Deferred Outflow of Resources 35,959 - 35,959
Current Liabilities 14,341,329 6,931,403 21,272,732
Non-current Liabilities 45,306,630 32,730,834 78,037,464
Total Liabilities 59,647,959 39,662,237 99,310,196
Deferred Inflow of Resources - 23,060 23,060
Net Position
Net Investment in Capital Assets 194,975,652 (31,185,075) 163,790,577
Restricted 22,796,618 1,802,783 24,599,401
Unrestricted 29,434,584 - 29,434,584

Total Net Position

$ 247,206,854 $ (29,382,292) $ 217,824,562
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Condensed Statement of Revenues, Expenses, and Changes in Net Position

Operating Revenues
Tuition and Fees, Net

Federal and State Grants and
Contracts

Private Grants and Contracts
Auxiliary Enterprises, Net
Other OperatindRevenues

Total Operating Revenues

Operating Expenses

Depreciation
Other Operating Expenses

Total Operating Expenses

Operating Loss

Non-operating Revenues (Expenses)
State Appropriations
Federal and Stater@nts and
Contracts

Investment Income

Interest on Capital Ass®elated Debt
Gain (Loss) on Disposal of Asset

Other Nonoperating Revenues (Expense

Net Nonoperating Revenues (Expenst

Loss Before Other Revenues,
Expenses, @ Gains (Losses)

Other Revenues (Expenses) or Gains
(Losses)

Capital Facilities Fee

Capital Contributions

Operating Transfers1l(Out)

Capital Appropriations and Grants

Net Other Revenues (Expenses)
Or Gains (Losses)

Increase (Decreasen Net Position

Net Position, Beginning of Year

NSCS 2018 Total

As Restated Corporation As Restated
30,742,444 - 30,742,444
2,578,294 - 2,578,294
798,969 - 798,969
17,259,109 - 17,259,109
1,502,607 - 1,502,607
52,881,423 - 52,881,423
9,426,904 - 9,426,904
108,972,819 - 108,972,819
118,399,723 - 118,399,723
(65,518,300 - (65,518,300
51,091,162 - 51,091,162
11,950,945 - 11,950,945
1,311,180 195,957 1,507,137
(1,193,811) (830,313) (2,024,124)
(16,117) - (16,117)
(1,541,153) (13,025) (1,554,178)
61,602,206 (647,381) 60,954,825
(3,916,094) (647,381) (4,563,475)
2,102,454 - 2,102,454
2,975,634 - 2,975,634

12,672,445 (12,672,445) -
4,049,581 1,125,000 5,174,581
21,800,114 (11,547,445) 10,252,669
17,884,020 (12,194,826) 5,689,194
229,322,834 (17,187,466) 212,135,368
$ 247,206,854 $ (29,382,292) $ 217,824,562

Net Position, End of Year
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Condensed Statement of Cash Flows

NSCS 2018 Total
As Restated Corporation As Restated
Cash Flows from Operating Activities $ (54,556,650 $ - $ (54,556,650)
Cash Flows from Noncapital Financing
Activities 62,933312 - 62,933,312
Cash Flows from Capital and Related
Financing Activities (6,740,848 (12,750,107 (19,490,955)
Cash Flows from Investing Activities 1,315,990 198,499 1,514,89
Increase (Decrease) in Cash ahCash
Equivalents 2,951,804 (12,551,608 (9,599,804)
Cash and Cash Equivalents, Beginning
of Year 63,472,578 22,748,393 86,220,971
Cash and Cash Equivalents, End of
Year $ 66,424,382 $ 10,196,785 $ 76,621,167

DiscretelyPresented Component Units

In implementing GASB Statement No. 39, the NSCS determined Chadron State, Peru State
College, and Wayne State Foundations (Foundations) are legally separateertgpt nonprofit
foundations incorporated in the StaféNebraska. The Foundations act primarily as {ftaising
organi zations to supplement the resources a
support of its programs. Although the Colleges do not control the timing or amount of receipts
from the Foundations, the majority of resources or income the Foundations hold and invest is
restricted to the activities of each Foundalt
restricted resources held by the Foundations can only be used toy, the benefit of, their
respective Colleges, the Foundations are considered component units of the NSCS and are
discretely presented on separate pages in this report.

The Foundations report under Financial Accounting Standards Board (FASB) stamdduds)g

FASB Accounting Standards Codification (ASC) 9585, Presentation of Financial Statements

of Notfor-Profit Entities. As such, certain revenue recognition criteria and presentation features
are different from GASB revenue recognition and pregent features. No modifications have
been made to the Foundations’ audi ted financ
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During the years ended June 30, 2019 and 2018, Chadron \B@yee State, and Peru State
College Foundations distribute®1,698,158, $4,798,655, anfi488,277 and $678,255,
$5,720,892, and $449,151, respectively, to their Colleges for both restricted and unrestricted
purposes. These distributions also includdkrships to students. Separate audit reports were
issued by each foundation and can be obtained from their respective administrative offices or by
contacting the Nebraska State College System at 1327 H Street, Suite 200, Lincoln, Nebraska
685083751.

Basis of Accounting and Presentation

The NSCS statements have been prepared in accordance with accounting principles generally
accepted in the United States of America, as prescribed by GASB. GASB issued Statement No.
34,Basic Financial StatementasndMa nage ment 6 s Di s ¢forState anshLoan d A
Governmentsas amended by GASB Statement No. B&sic Financial Statements and
Management 6s Di s ciufersPubiocnColizges andAWnavdrsitissThe NSCS

foll ows t-thy péilbtiessaportmgfarmat of GASB Statement I84. This reporting

format requires the following elements:

1T Management'’'s Discussion and Anal ysis
9 Basic Financial Statements:

o Statement of Net Position

o Statement of Revenues, Expenses, and Changes iroblBoR

o Statement of Cash Flows
1 Notes tothe Financial Statements

The financial statements of the NSCS have been prepared on the accrual basis of accounting.
Revenues, expenses, gains, losses, assets, deferred outflows of resources, liabilitiesyasd defe
inflows of resources resulting from exchange and exchikgé&ansactions are recognized when

the exchange transaction takes place. Revenues, expenses, gains, losses, assets, deferred outflo
of resources, liabilities and deferred inflows of re@ses resulting from neexchange activities

are recognized when all applicable eligibility requirements are met. Internal activity and balances
are eliminated in preparation of the financial statements unless they relate to services provided and
used intenally. Operating revenues and expenses include exchange transactions and-program
specific, governmenmnandated nomxchange transactions. Governmerandated noeexchange
transactions that are not programecific (such as State appropriations), invesiinincome, and
interest on capital assetlated debt are included in noperating revenues and expenses. The
NSCS first applies restricted net position when an expense or outlay is incurred for purposes for
which both restricted and unrestricted nesipon are available.

Unrestricted Net Position- Net position not subject to stipulation, including designated
departmental balances, encumbrances, and working capital funds.
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Restricted Net Patson —Net position restricted by creditors, grantors, or contributors and includes
grant and research funds, student loan programs, funds for plant construction, and debt service on
bond obligations.

Use of Estimates

The preparation of financial statemts in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumption:
that affect the reported amounts of assets and liabilities and disclosure of contingent assets,
liabilities, and deferred inflows and outflows of resources and disclosure of contingent assets and
liabilities at the date of the financial statements, and the reported amounts of revenues, expenses,
and other changes in net position during the reporting peratual results could differ from

those estimates.

Reclassifications

The noncurrent portion of restricted cash and cash equivalents, along with the net position of the
NSCS, include reclassifications f orequividemts Cor p
of $495,339 and unrestricted net position deficit of $30,479,189 in 2019. Reclassifications for
2018 included the Codcashama tashoequivalentsdaf538,@&1s and r e s |
unrestricted net position deficit of $31,185,07Athough the Corporation issues debt to finance
construction and renovation projects, the assets that are constructed and/or renovated using
Corporation debt are owned by the NS€&Sent I n
restricted cash and sla equivalents and net investment in capital assets, a portion of the current
restricted cash and cash equivalents and the unrestricted net position of the Corporation is
reclassified when blended with the NSCS.

The fiscal year 2018 financial statemehts/e been restated to present certain federal and state
grants asNon-operatingRevenues in accordance with generallgegated accounting principles.

A total of $10,682,865 of federal grants and $1,268,080 of state grants were reclassified from
OperatingRevenues to Neoperating Revenues.

The Federal Capital Contribution amount of $1,509,621 for the Perkins loan fund was reclassified
in the 2018 financial statements as a liability, resulting in a change in net position.

Certain other reclassificatiotsve been made to the 2018 financial statements to conform to the
2019 financial presentation. These reclassifications had no effect on change in net position.

Cash and Cash Equivalents

The NSCS cash and cash equivalents are stated at cost. Caslislardjwvalents held by the
Nebraska State Treasurer are deposited on a pooled basis in a State fund. Income earned by th
pool is allocated to the NSCS based upon average daily balances. From time to time, the Nebraska
State Investment Officer, as alled by statute, participates in securities lending transactions,
which makes use of amounts on deposit from the NSCS. Securities lending transactions cannot
be specifically identified to amounts on deposit fritte NSCS and, as such, are not included in

the financial statements for the year ended June 30, 2019 and 2018.
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The NSCS considers all liquid investments with original maturities of three months or less to be
cash equivalents. At June 3M1® and 2018, cash equivalents consisted primarily of money
market accounts with brokers.

Restricted cash and cash equivalents consist mainly of funds held by the trustee, which are
restricted by bond covenants. Remaining restricted cash and cashezgsiaat either restricted
by outside sources or legislatively restricted for certain purposes.

Income Tax Status

As a State institution, the income of the NSCS is generally exempt from Federal and State income
taxes under Section 115(a) of the IntefRalvenue Code and provisions of State law. However,
the NSCS is subject to Federal income tax on any unrelated business taxable income.

Investments and Investment Income

NSCS investments, including those held by a trustee and restricted by bond cowrarasied
at fair value. Fair value is determined using quoted market prices.

Investment income consists of interest income and the net change for the year in the fair value of
investments carried at fair value.

Accounts Receivable

T he NS C Sntsseceavable oonsist mainly of tuition and fee charges to students and charges
for auxiliary enterprise services provided to students, faculty, and staff. Accounts receivable are
recorded net of estimated uncollectible amounts. The allowance forectid®é amounts was
$911,071and $1,476,042 at June 30, 2Ghd 2038, respectively, and is identified by College as
follows:

2019 2018
CSC $ 229,734 $ 832,885
PSC 491,765 456,494
WSC 169,152 164,226
NSCS Office 20,420 22,437
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Unamortized Bond Premiums and Discounts

The NSCS's bond premiums and discounts on tF
being amortized over the life of the bonds using the strdilghtmethod. Total amortization for

the yeas ended June 30, 20Jand 208, was$515,418 for premiums and $12418nd $12,155

for discounts, respectivelgnd it is identified by College as follows:

2019 2018
Premiums Discounts Premiums Discounts

CSC $ 2,787 $ 4,768 $ 2,787 $ 4,768

PSC - 4,940 - 4,941

WSC 6,114 2,446 6,114 2,446

NSCS Office 506,517 - 506,517 -

Total $ 515,418 $ 12,15 $ 515,418 $ 12,155
Inventories
The NSCS's inventories, consi st i ntgostm@oastnd y o

determined using the firén, first-out (FIFO) method.
Loans to Students

The NSCShas maddoans to students under the Federal Perkins Loan Program; also, small
temporary loans are provided to students from the Foundations. Suckdemablsare recorded

net of estimated uncollectible amounts. The allowance for uncollectible loans was $137,208 and
$105,008at June 30, 2019 and 2018, respectively, at Wayne State College.

Capital Assets

The NSCS’'s capit al tassfthe date ofacgasitioneocacquiditeomvalaetat ¢ o
the date of donation if acquired by gift. The NSCS follows the capitalization policy set forth by
the Board. Generally, equipment that has a cost in excess of $5,000 at the date of acquisition and
has an expected useful life of two or more years is capitalized. Also, all land, buildings,
infrastructure, and construction in progress
capitalization threshold as dictated by the capitalizatiortyaolPrior to fiscal year 2018, interest

cost incurred during the construction phase of capital assets was included as part of the capitalized
value of the assets constructed. For 2018, NSCS adopted GABBc®@ainting for Interest Cost
Incurred beforelte End of a Construction Peripahich requires such costs to be expensed in the
period incurred. GASB 89 provisions have been applied prospectively in accordance with the
transition provisions of the pronouncement. Accordingly, adoption of GASB 89dheifiect on
beginning net position at July 1, 2016, or change in net position for the year ended June 30, 2017.
Art objects, specimens, artifacts and collections, including library materials, are expensed so long
as the items meet three conditions in adaoce with GASB Statement No. 34.
Depreciation/amortization is computed using the strdightmethod over the estimated useful

life of each asset beginning with the month of purchase. The following estimated useful lives are
being used by the NSCS.:
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Buildings and improvements 25-50 years
Infrastructure 10-30 years
Furniture, fixtures, and equipment 3-10 years

Deferred Outflows of Resources and Deferred Inflows of Resources

A deferredoutflow of resources is a consumption of net position by the NSCS that is applicable to
a future reporting period, and a deferred inflow of resources is an acquisition of net position by the
NSCS that is applicable to a future reporting period. Bothrafenflows and outflows are
reported in the Statements of Net Position but are not recognized in the financial statements as
revenues and expenses until the period(s) to which they relate. Deferred inflows and outflows of
resources of the NSCS consisunamortized bond refunding amounts.

Compensated Absences

The NSCS’'s policies permit most employees to
days of vacation each year and may accrue vacation up to the maximums established in Board
policyand/ or in the respective bargaining agr ece

out to the employee upon termination. Expense and the related liability are recognized as vacation
benefits when earned, whether the employee is expected to rhalizertefit as time off or cash.

In addition, professional and support staff receive a cash payment-&dwotie of accrued sick

leave upon retirement from the NSCS. Expense and the related liability for sick leave benefits are
recognized when earned the extent the employee is expected to realize the benefit in cash
determined using the termination payment method. Sick leave benefits expected to be realized as
paid time off are recognized as an expense when the time off occurs.

Unearned Revenue

Uneaned revenue represents unearned student tuition and fees, advances on grants and contrac
awards for which the NSCS has not met all of the applicable eligibility requirements, and longevity
bonus revenues and investment (improvement) revenues from foadesand/or vending
contractors, which are being amortized over the life of the contracts.

Classification of Revenues

The NSCS has classified its revenues as either operating @mpeoating revenues according to
the following criteria.

Operating revaues— Operating revenues include activities that have the characteristics of

exchange transactions, such as (1) student tuition and fees, net of scholarship allowances, (2) sale:
and services of auxiliary enterprises, and (3) interest on student loans.
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Summary of Significant Accounting PolicieConcluded)

Non-operating revenues Non-operating revenues include activities that have the characteristics

of nonexchange transactions, such as gifts and contributions, and other revenue sources that are
defined as noroperating revenues by GASB Statement No.Reporting Cash Flows of
Proprietary and Nonexpendable Trust Funds and Governmental Entities That Use Proprietary
Fund Accountingand GASB Statement No. 34, such as State approprigi@lsgrantsand
investment income.

Scholarship Discounts and Allowances

Student tuition and fee revenues, and certain other revenues from students, are reported net of
scholarship allowances and institutional waiver allowances in the Statements of Revenues,

Expenss, and Changes in Net Position. Such allowances are the difference between the stated
charge for goods and services provided by the NSCS and the amount that is paid by students and/or
third parties making payments on the student

Certain govammental grants, such as Pell grants, and other similar Federal and State grants, are
recordedasneaper ating revenues in the NSCS' s finae
from such programs are used to satisfy tuition and fees and other stualgeischhe NSCS has
recorded a scholarship allowance.

The NSCS has elected to adopt, for calculation of scholarship allowances, an allocation
methodology provided in the National Association of College and University Business Officers
(NACUBO) industryguidance (student institutional waivers, which are also netted similar to
scholarship allowances, continue to be based on actual -@mupant financial activity) The
scholarship allowances and institutional waivers on tuition and fees and auxilieryrisas for

the year ended June 30, 2019 and 2(S8,calculated under the NACUBO methaodere
$13,096,775 and $5,093,94thd $12,420,113 and $4,628,146, respectively, and are identified by
College as follows:

2019 2018
Auxiliary Auxiliary
Tuition and Fees Enterprises  Tuition and Fees  Enterprises
CsC $ 4,103,653 $ 1,560,217 $ 4,171,896 $ 1,511,466
PSC 3,337,578 1,213,035 3,057,010 1,094,242
WSC 5,655,544 2,320,697 5,191,207 2,022,438
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Deposits, Investments, and Investment Return

Deposits

Per Board policy and State statute, all money received by the NSCS must be paid over to the State
Treasurer, except that each College may retain in its possession a sum to make settlement and
equitable adjustments with students so entitled, to npalyenents for dayo-day operations

calling for immediate payment, and to provide for contingencies. All funds not paid over to the
State Treasurer must be maintained in an intdresting account, such as a money market fund
account. The NSCS has no fpioy regarding custodial credit risk for deposits.

All of the NSCS’'s deposi t 8ySatestatad, thelState Treaguseu r e
is required to ensure that all State funds are either insured by Federal Deposit Insurance
Corporaton (FDIC), collateralized by securities held by the cognizant Federal Reserve Bank, or
invested in U.S. government obligations. Th
with the funds of other State agencies and then, in accordance witbrgtéimitations, deposited

in banks or invested as the State Treasurer may determine. Interest on funds held by the State
Treasurer is periodically disbursed to the participating agencies. These funds are considered to be
cash and cash equivalents,ig¥hare available for expenditures as needed.

At June 30, 2019 and 2018, cash and cash equivalents of $54,394,48%648d9,748,
respectively, on the Statements of Net Posit
Tr eas ur eTermsnvesnhent rPobol (STIP). Additional inforti@an on the deposit and
investment risk associated with the State Ti
Nebraska’s Comprehensive Annual Financi al R
obtda ned on t he Nebr aska Depart ment of Ad mi
das.nebraska.gounformation may also be obtained by writing to DAS, 1526 K Street, Suite 240,
Lincoln, NE 68508, or by calling 46271-6500.

Cash on hand at June 30, 2019 20d8, was $6,792 and $6,750, respectively. The carrying
amount of the NSCS's deposits not with the
$2,038,707 and $2,005,638, respectively, and the bank balances were $2,042,203 and $2,003,690,
respectively. Of the carrying amounts noted above, $121,102 and $121,283, respectively, were

covered by FDIC or coll ateral held in the N
covered by coll ater al held in the trustee’s
Investments

Management of thesaets of the Corporation, the revenue bond program, and the Flex Spending
program is delegated to the trustees appointed by the Corporation Board of Directors or the NSCS
Board of Trustees. All investments are held by the trustees and invested in azeovdarthe

bond resolutions and Flex Spending custodial agreements. The bond resolutions and Flex
custodial agreements allow investment of bond proceeds and employee flexible spending accounts
in various securities and obligations, including: U.S. gavemt and U.S. agency obligations;
bonds, notes or other obligations of the State or any political subdivision thereof; bank repurchase
agreements; certificates of deposit or other securities or investments within the State investing
guidelines.
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The NSCS’'s investments consisted of money
June30,2019 and 2018, money market mutual funds totaling $9,630,742 and $10,329,031,
respectively, were held by theustees, and had weighted average maturities-d@#ldays and-8

46 days, respectively. All money market mutual funds were reported as cash equivalents.

At June 30, 2019, the NSCS had the following securities and maturities:

Maturities in Years

Fair Value Less than 1 1-5 6-10
Investment type:
U.S. Agency bonds $ 1,338,808 $ - $ 1,338,808 $ -
Negotiable CD 738,017 - 738,017 -
Total $ 2,076,825 $ - $ 2,076,825 $ -

At June 30, 2018, the NSCS had the following securities and maturities:

Maturities in Years

Fair Value Less than 1 1-5 6-10
Investment type:
Debt securities:
FNMA $ 602259 $ - $ 602259 $ -
Fixed income:
Negotiable CD 717,036 - 717,036 -
Total $ 1,319,295 % - $ 1,3B,295 $ -

All U.S Agency bonds are classified in Level 1 of the fair value hierarchy and are valued using
prices quoted in active markets for those securities. Negotiable certificates of deposit were
classified in Level 2 of the fair W hierarchy description of valuation technique and are valued
using quoted prices for markets that are not active.

Interest Rate Risk The NSCS does not have a formal investment policy that limits investment
maturities as a means of managing its exposufair value losses arising from increasing interest
rates.

Credit Risk The NSCS may legally invest in direct obligations of and other obligations guaranteed
as to principal by the U.S. Treasury and U.S. agencies and instrumentalities and ipbariase
agreements. The money market mutual funds are ratedhaa by Moody’' s and A
and the U.S. Agency bonds are rated Aaa by
negotiable certificate of deposits are unrated.
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Deposits, Investmentsand Investment Return(Concluded)

Concentration of Credit RiskThe NSCS places no limit on the amount that may be invested in
anyoneissuerOf the NSCS's investments, at June 30
Market Funds, 1% were in Govenent Money Market Funds, 12% were in U.S. Agency Bonds,
and 6% were in negotiable certificate of deposits compared to 88% in U.S. Treasury, 1% in
Government Money Market Funds, 5% in Federal National Mortgage Association Securities, and
6% in negotiable céficate of deposits at Jurg9, 2018.

Custodial Risk For an investment, custodial risk is the risk that, in the event of failure of the
counterparty, the NSCS witiot be able to recover the value of its investments that are in the
possession of an tide party. The NSCS does not have a formal policy for custodial credit risk.
All securities are held by the investment's
Summary of Carrying Values

The carrying values of deposits and investments shown aeviecluded in the Statements of
Net Position, as follows:

2019 2018
Carrying Value
Cash $ 6,792 $ 6,750
Deposits:
Bank Deposits 2,038707 2,005,638
Short Term Investment Pool 54,394,409 64,279,748
Trustee Debt Securities - 602259
Trustee Money Market Mutual Funds 9,630,742 10,329,031
Negotiable Certificates of Deposit 738,017 717,036
U.S. Agency Bonds 1,338,808 -
Total as of June 30 $ 68,147,475 $ 77,940,462
Included in the Statements of Net Positio
Cash and Cash Equivalents $ 35407,120 $ 38,677,484
Restricted Cash and Cash Equivalents 30,663,530 37,943,683
Restricted Investments 2,076,825 1,319,295
Total $ 68,147,475 $ 77,940,462
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Capital Assets

The NSCS capital assets activity the year ended June 30, 2019, was:

Capital Assets

Beginning Ending
Balance Additions Disposals Transfers Balance
Land $ 1,124,633 $ - $ - $ - $ 1,124,633
Building and
Improvements 271,528,174 4,832,291 - 28,948,085 305308,550
Infrastructure 36,971,424 31,322 - 68,000 37,070,746
Furniture, Fixtures,
and Equipment 18,423,915 1,862,7B (198,057) 22,220 20,110,856
Construction in
Progress 24,048,618 6,428,970 - (29,038,305) 1,439,283
Total Capital Assets $ 352,096,764 $ 13,155,346 $ (198,05) $ - $365,054,08
Accumulated Depreciation
Beginning Ending
Balance Additions Disposals Transfers Balance
Building and
Improvements $ (85,028,111 $ (7,013,787 % - $ - $ (92,041,898
Infrastructure (17,840,698 (1,512,962 - - (19,353,660
Furniture, Fixtures,
and Equipment (14,386,339 (1,484,052 195,663 - (15,674,728)
Total Accumulated
Depreciation (117,255,148 (10,010,801 195,663 - (127,0r0,286)
Net Capital Assets $ 234,841,616 $ 3,144,%0 $ (2,3%) $ - $ 237,983,782
Net Capital Assets by College
NSCS
CsC PSC WSC Office Total
Land $ 49,395 $ 17,761 $ 1,057,477 $ - $ 1,124,633
Building and
Improvements 54,931,101 55,429,368 102,906,183 - 213,266,652
Infrastructure 3,602,576 4,481,479 9,633,031 - 17,717,086
Furniture, Fixtures,
and Equipment 1,195,226 631,243 1,862,649 747,010 4,436,128
Construction in
Progress 615,596 308,145 515,542 - 1,439,283
Net Capital Assets $ 60,393,894 $ 60,867,996 $115,974,882 $ 747,010 $ 237,983,782
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The NSCS capital assets activity for the year ended June 30, 2018, was:

Capital Assets

Beginning Ending
Balance Additions Disposals Transfers Balance

Land $ 1,116,493 $ 8,140 $ - $ - $ 1,124,633
Building and

Improvements 248,663,659 717,887 (296,574) 22,443,202 271,528,174
Infrastructure 34,115,415 99,130 (7,688) 2,764,567 36,971,424
Furniture, Fixtures,

andEquipment 18,135,901 467,685 (179,671) - 18,423,915
Construction in

Progress 26,890,974 22,365,413 - (25,207,769) 24,048,618
Total Capital Assets $ 328,922,442 $ 23,658,255 $ (483,933) $ - $352,096,764
Accumulated Depreciation

Beginning Ending
Balance Additions Disposals Transfers Balance

Building and

Improvements $ (78,992,760 $ (6,302,454 $ 267,103 3 - $ (85,028,111
Infrastructure (16,303131) (1,537,567 - - (17,840,698
Furniture, Fixtures,

and Equipment (12,967,073 (1,586,883 167,617 - (14,386,339
Total Accumulated

Depreciation (108,262,964 (9,426,904 434720 - (117,255,148
Net Capital Assets $ 220,659,47¢ $ 14,231,351 $ (49,213 $ - $ 234,841,61¢
Net Capital Assets by College

NSCS
CsC PSC WSC Office Total

Land $ 49,395 $ 17,761 $ 1,057,477 $ - $ 1,124,633
Building and

Improvements 48,178,639 50,778,054 87,543,370 - 186,500,063
Infrastructure 3,868,697 4,845,399 10,416,630 - 19,130,726
Furniture, Fixtures,

and Equipment 1,191,397 478,188 861,762 1,506,229 4,037,576
Construction in

Progress 5,467,663 4,978,674 13,602,281 - 24,048,618
Net Capital Assets $ 58,755,791 $ 61,098,076 $113,481,520 $1,506,229 $ 234,841,616
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Accounts Payable and Accrued Lidilities

The NSCS accounts payable and accrued liabilities are presented in aggregate in the financial
statements at June 30, ahdyconsist of the following:

2019
Payable to
Payroll and Payables to Other Total
Withholdings Vendors Government Payables
CsC $ 1422481 $ 832832 $ 142,368 $ 2,397,681
PSC 721,882 563,093 113,748 1,398,723
WSC 1,906,809 1,357,127 349,476 3,613,412
NSCS Office - 1,589,613 173,623 1,763,236
Total $ 4,051,172 $ 4342665 $ 779,215 $ 9,173,052
2018
Payable to
Payroll and Payables to Other Total
Withholdings Vendors Government Payables
CsC $ 1,402,568 $ 477,464 $ 117,012 $ 1,997,044
PSC 707,878 364,923 96,556 1,169,357
WSC 1,871,482 2,662,481 478,643 5,012,606
NSCS Office - 4,592,566 134,218 4,726,784
Total $ 3,981,928 $8,097,434 $ 826,429 $ 12,905,791
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Long-term Liabilities

The following is a summary of lorgrm obligation transactions for the NSCS for the year ended
June 30, 2019:

Beginning Ending Current
Balance Additions Deductions Balance Portion
Loan Obligationdayable  $ 24996 $ - $ (24,996) $ - -
Master Lease Payable 318,255 - (215,70) 102,45 102,45
Revenue and Refunding
Bonds 42,410,000 - (2,060,000) 40,350,00 2,105,000
Corporation Bonds 32,725,000 - (3,215,000) 29,510,000 3,325,000
Total LongtermDebt 75,478,251 - (5,515776) 69,962475 5,532475
Accrued Compensated
Absences 3,926,419 326,561 (3616%4) 3,891,286 433,059
Unamortizd Bond
Premium 3,419,904 - (515,418) 2,904,486 -
Unamortized Bond Discoun (211,051) - 12,1% (198,89) -
Refundable Government
Grants 1,509,621 - - 1,509,621 1,509,621
Other Liabilities 360,711 - (360,711) - -
Total Other Longterm
Liabilities 9,005,604 326,561 (1,225669) 8,106496 1,942,680
Total Longterm Liabilities $84,483,855 $ 326,561 $ (6,741445) $78,068971 7,475155

The following is a summary of loAtgrm obligation transacti@for the NSCS for the year ended

June 30, 2018:

Beginning Ending Current
Balance Additions Deductions Balance Portion
Loan Obligationdayable  $ 49,147 $ - 9 (24,151) $ 24,996 $ 24,996
Master Lease Payable 548,876 - (230,621) 318,255 215,779
Revenue and Refunding
Bonds 44,150,000 - (1,740,000) 42,410,000 2,060,000
Corporation Bonds 35,360,000 - (2,635,000) 32,725,000 3,215,000
Total LongtermDebt 80,108,023 - (4,629,772) 75,478,251 5,515,775
Accrued Compensate
Absences 4,186,739 165,894 (426,214) 3,926,419 569,904
Unamortized Bond
Premium 3,935,322 - (515,418) 3,419,904 -
Unamortized Bond Discoun (223,206) - 12,155 (211,051) -
Refundable Government
Grants - 1,509,21 - 1,509,621 -
Other Liabilities 610,135 111,287 (360,711) 360,711 360,711
Total Other Longterm
Liabilities 8,508,990 1,786,802 (1,290,188) 9,005,604 930,615

Total Longterm Liabilities

$88,617,013 $

1,786,802 $ (5,919,960)

$84,483,855 $ 6,446,390
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Long-term Liabilities (Continued)

Termination Benefits

The NSCS has two programs for support staff in the Nebraska Association of Public Employees
Local 61 of the American Federation of State, County, and Municipal Employees
(NAPE/AFSCME) bargaining unit and support staff excluded from the NAPE/AFSCME
bargaining unit, which must be accounted for under GASB Statement NAcddunting for
Termination Benefitsthe Voluntary Retirement Settlement Program and the Early Retitemen
Incentive Program.

Under the voluntary retirement settlement program, an eligible employee who is 55 years of age
or more on July 1 of the year in which he or she chooses to retire, and has 10 or more years of
consecutive service within the NSCS, via# paid onequarter of his or her final year base salary

in 12 equal monthly installments following termination of employment. In addition, employees
will be permitted to remain in the group medical and dental insurance plan offered retirees by Blue
Cros/ Bl ue Shield at the time of the employee
health/dental insurance (State and employee burden) costs for-thentl2 period following
termination of employment. If the retired employee reaches the ageabfa®y time during the
12-month period, at which time eligibility to participate in the Blue Cross/Blue Shield retiree plan
ceases, the NSCS will pay an amount equivalent to the full cost of the 65 Gold Plus Medicare
Supplemental Plan or the Retired Blueie Classic Plan offered by the Nebraska State Education
Association (NSEA) for the payout period remaining. Under the current bargaining agreement
and Board policy, this plan was only available to those employees who retired on June 30, 2018.
Similar wluntary retirement settlement programs were also offered to support staff in the
NAPE/AFSCME bargaining unit who retired on specific days in the past.

Under the early retirement incentive program, eligible employees who have completed at least 10
yearsof continuous service within the NSCS and are 60 years of age or older will be paid premiums
in the group medical and dental health insurance program offered retirees by Blue Cross/Blue
Shield at the time of the el tiogpretmiunes wid coptihuey e e s
until the retired employees become eligible for coverage under the Federal Medicare program, at
which time the paid premiums will cease.

At June 30, 2019, four employees at C8@: employee at PSC, afodir employees at WSC we
participating in the NSCS’'s vol urB@ 2018, fivear | vy
employees at CSC, one employee at PSC, and four employees at WSC were participating. Liability
amounts associated with these retirements are shown belowlity @tiounts are reflected in the
accrued compensated absences line item on the Statements of Net Position andtdrenlong
liability schedule above. All termination benefits are shown at present cost.
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2019 2018

Ending Current Ending Current

Balance Portion Balance Portion
CSC $ 62,118 $ 26960 $ 62999 $ 53,933
PSC 5,579 5,579 18,830 10,461
WSC 97,768 32,959 63,502 42,068

Total $ 165465 $ 65498 $ 145331 $ 106,462

Student Fees and Facilities Revenue Refunding Bonds Series 2012

In April 2012, the NSCS Board of Trustees authorized the issuance of $8,750,000 of Student Fees
and Facilities Revenue Refunding Bonds Series 2012. The purpose of the issuance was to redeernr
in full the outstanding principal amount of the Student Fees and Facilities Revenue and Refunding
Bonds Series 2002. On July 1, 2012, the net proceeds from Series 2012 bonds were used to redeer
the Series 2002 bonds. This advanced refunding reduced total debé gEyments over the
remaining 15 years by $2,264,673. Bond refunding resulted in an estimated economic gain of
$1,515,352. The difference between the reacquisition price and the net carrying amount of the old
debt has been deferred and is amortized thesremaining life of the new debt, which is the same

as the life of the refunded debt. Under the bond resolution for Student Fees and Facilities Bonds,
revenues and earnings derived from operations of all revenue facilities and special student fees are
pledged for payment of the principal and interest amounts of the bonds. The bonds are not
obligations of the State of Nebraska, and no tax funds may be appropriated for payment of principal
andinterestThe amounts for WSC’ sondoblihatienSweres$6,02m00Q i o n
and $2,705,000, respectively, bearing interest at rates from 0.3% to 3.2%, with payments due from
fiscal years 2013 to 2028onds maturing on or after July 1, 2018, can be redeemed, in part or in
whole, on or after Julg, 2017.

Student Fees and Facilities Revenue Bonds Series 2013

In September 2012, the NSCS Board of Trustees authorized the issuance of $7,735,000 of Student
Fees and Facilities Revenue Bonds Series 2013. The purpose of the issuance was to finance the
cosmtruction of CSC’s Eagle Ridge housing and
roofs. Under the bond resolution for Student Fees and Facilities Bonds, revenues and earnings
derived from operations of all revenue facilities and special studenafeepledged for payment

of the principal and interest amounts of the bonds. The bonds are not obligations of the State of
Nebraska, and no tax funds may be appropriated for payment of principal and infEnest.
$7,735,000 in bonds beaterest at rats from 0.6% to 3.0%, with payments due from fiscal years
2014 to 2034. Bonds maturing on or after July 1, 2018, can be redeemed, in part or in whole, on
or after January 3, 2018.
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Student Fees and Facilities RevealRefunding Bonds Series 2014

In April 2014, the NSCS Board of Trustees authorized the issuance of $4,270,000 of Student Fees
and Facilities Revenue Refunding Bonds Series 2014. The purpose of the issuance was to redeernr
in full the outstanding principad mo u nt of CSC’”s Student Fees ¢
Series 2003A. On June 5, 2014, the net proceeds from Series 2014 bonds were used to redeem th
Series 2003A bonds. This current refunding reduced total debt service payments over the
remaining l4years by $1,085,523. Bond refunding resulted in an estimated economic gain of
$654,661. The difference between the reacquisition price and the net carrying amount of the old
debt has been deferred and is being amortized over the remaining life of tideltewnhich is

the same as the life of the refunded debt. Under the bond resolution for Student Fees and Facilities
Bonds, revenues and earnings derived from operations of all revenue facilities and special student
fees are pledged for payment of thenpipal and interest amounts of the bonds. The bonds are

not obligations of the State of Nebraska, and no tax funds may be appropriated for payment of
principal and interestThe $4,270,000 in bonds bear interest at rates from 0.35% to 4.0%, with
paymentgdue from fiscal years 2015 to 2029. Bonds maturing on or after July 1, 2020, can be
redeemed, in part or in whole, on or after Jyl2019.

Student Fees and Facilities Revenue Bonds Series 2015

In November 2015, the Board authorized the issuance, ®83$®00 of Student Fees and Facilities
Revenue Bonds Series 2015. The purpose of the issuance was to finance improvements to Pert
State’s Del zell Hal | . Under the bond resol
and earnings derived fronperations of all revenue facilities and special student fees are pledged
for payment of the principal and interest amounts of the bonds. The bonds are not obligations of
the State of Nebraska, and no tax funds may be appropriated for payment of paimdijpaérest.

The $8,935,000 in bonds bemterest at rates from 1.1% to 3.75%, with payments due from fiscal
years 2017 to 2047. Bonds maturing on or after July 1, 2026, can be redeemed, in part or in whole,
on or after July 1, 2025.

Student Fees anéFacilities Revenue Bonds Series 2016

In November 2015, the Board authorized the issuance of $11,270,000 of Student Fees and
Facilities Revenue Bonds Series 2016. The purpose of the issuance was to finance improvements
to Wayne St at e’ stheBanavresolutibhadr Student Fdas dnel Facilities Bonds,
revenues and earnings derived from operations of all revenue facilities and special student fees are
pledged for payment of the principal and interest amounts of the bonds. The bonds are not
obligations of the State of Nebraska, and no tax funds may be appropriated for payment of principal
and interest.The $11,270,000 in bonds beiaterest at rates from 2.0% to 5.0%, with payments

due from fiscal years 2017 to 2047. Bonds maturing on or afed,J2026, can be redeemed, in

part or in whole, on or after January 1, 2026.
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Long-term Liabilities (Continued)

Student Fees and Facilities Revenue Refunding Bonds Series 2016B

In January 2016, the Board authorized the issuance of $3,810,000dehSFees and Facilities
Revenue Refunding Bonds Series 2016B. The purpose of the issuance was to redeem in full the
outstanding principal amount of the Student Fees and Facilities Revenue Bonds Series 2010. On
March 18, 2016, the net proceeds from &@#016B bonds were used to redeem the Series 2010
bonds. This current refunding reduced total debt service payments over the remaining 14 years by
$611,743. Bond refunding resulted in an estimated economic gain of $380,673. The reacquisition
price equbed the net carrying amount of the old debt and, therefore, no amount was required to be
deferred and amortized. Under the bond resolution for Student Fees and Facilities Bonds, revenues
and earnings derived from operations of all revenue facilities@aadat student fees are pledged

for payment of the principal and interest amounts of the bonds. The bonds are not obligations of
the State of Nebraska, and no tax funds may be appropriated for payment of principal and interest.
The $3,810,000 in bonds dxeinterest at rates from 0.65% to 2.8%, with payments due from fiscal
years 2017 to 2031. Bonds maturing on or after July 1, 2021, can be redeemed, in part or in whole,
on or after Marcii8, 2021.

Student Fees and Facilities Revenue Refunding Bonds &£2016C

In November 2016, the Board authorized the issuance of $2,865,000 of Student Fees and Facilities
Revenue Refunding Bonds Series 2016C. The purpose of the issuance was to redeem in full the
outstanding principal amount of the Student Fees anititleacRevenue Bonds Series 2011. On
December 19, 2016, the net proceeds from Series 2016C bonds were used to redeem the Serie:
2011 bonds. This current refunding reduced total debt service payments over the remaining 14
years by $604,271. Bond refundiresulted in an estimated economic gain of $407,674. The
reacquisition price equaled the net carrying amount of the old debt and, therefore, no amount was
required to be deferred and amortized. Under the bond resolution for Student Fees and Facilities
Bonds, revenues and earnings derived from operations of all revenue facilities and special student
fees are pledged for payment of the principal and interest amounts of the bonds. The bonds are
not obligations of the State of Nebraska, and no tax fungsbmappropriated for payment of
principal and interestThe $2,865,000 in bonds bear interest at rates from 0.95% to 3.2%, with
payments due from fiscal years 2018 to 2032. Bonds maturing on or after July 1, 2022, can be
redeemed, in part or in wholen or after December 19, 2021.

The official Revenue bond statements define an event of default as missing principal and/or
interest payments, discontinuation, unreasonable delay, orefad construct the Project or
acquire the facility, promptly repagtestroyed or damaged buildings and facilities, or the Board
beconinginsolvent In the event of such default, the outstanding bonds contain a provision stating
that the registered owners25% of the aggregate principal amount of the Bonds then outstandi
may declare the principal of all bonds then outstanding to be due and payable immediately.
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Long-term Liabilities (Continued)

Corporation Bonds

In August 2006, the Corporation authorized the issuance of $21,915,000 of Deferred Maintenance
Bonds, Series 2006. Proceeds were used to finance the construction of certain renewal and
renovation projects at each of the three Colleges. This bond issue is a general obligation of the
Corporation, which is a separate legal entity that is not subject ® tastitutional restrictions

on the incurrence of debt, which may apply to the State itself.

The financial resources used to repay the bonds are appropriations and special student fees.
Payments of bond principal are also secured by an insuranceipslied by a commercial insurer.

The bonds bear interest at rates of 3.55% to 5.0% and are due in semiannual installments, which
began January 15, 2007. Principal maturities, due in annual installments, bedds 207, and

were scheduled to continwatil July15,2020. Bonds maturing on or after Jafy, 2017, were

callable at the option of the Corporation beginning July 15, 2@6.September 19, 2016, the
Corporation’s outstanding Deferred Maintenar
proceeds from the issuance of Deferred Maintenance and Refunding Bonds, Series 2016.

In November 2013, the Corporation authorized the issuance of $13,460,000 of Building Bonds,
Series 2014. Proceeds from the issuance of these bonds will be usedotalbiedportion of the

CSC Rangeland Center and to renovate WSC’ s |
obligation of the Corporation, which is a separate legal entity that is not subject to State
constitutional restrictions on the incurrendedebt, which may apply to the State itself. The
financial resources used to repay the bonds are appropriations. The bonds bear interest at rates o
2.0% to 5.0%, and are due in semiannual installments, which began June 15, 2014. Principal
maturities, de in annual installments, began JaBe2015, and continue until June 15, 2021. The
bonds are not subject to redemption prior to maturity.

In June 2016, the Corporation authorized the issuance of $26,655,000 of Deferred Maintenance
Refunding Bonds Sess 2016, of which $19,295,000 was related to new bonds and $7,360,000
was related to refunding bonds. The purpose of the issuance was to redeem in full the outstanding
principal amount of the Deferred Maintenance Series 2006 bonds and allow for thedsstian

new bond proceeds to help fund the renovation of the stadium at CSC, the renovation of the
Theatre/Event Center at PSC, and the construction of applied technology programmatic space at
WSC. On Septembéd9, 2016, the Series 2006 bonds were advaeftended. This refunding of

the Series 2006 bonds resulted in a reduction of total debt service payments by $854,784 and an
estimated economic gain of $471,674. The difference between the reacquisition price and the net
carrying amount of the old debt hiasen deferred and is amortized over the remaining life of the

old bonds. This bond issue is a general obligation of the Corporation, which is a separate legal
entity that is not subject to State constitutional restrictions on the incurrence of dehtnvetyic

apply to the State itself. The financial resources used to repay the bonds are appropriations and
special student fees. The bonds bear interest, payable semiannually, at rates of 2.00% to 5.00%.
Principal maturities, due in annual installmentsgdre July 15, 2017, and continue until
July15,2030. Bonds maturing on or after July 15, 2027, are able to be redeemed, in part or in
whole, on or after July5,2026.
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Long-term Liabilities (Continued)

The official Corporation bongtatements definenaevent of default as missing principal and/or
interest payments dhe due date for a period of 60 days after written notice has been given to the
Corporation by anyegistered owner. In the event of such default, the outstanding bonds contain
a provisionstatingthat the registered owners of 25% of the aggregate principal amount of the
Bonds then outstandingiay declare the principal of all bonds then outstanding to be due and
payable immediately.

PSC Loan Obligation

In May 2007, PSC received a loan rfrothe Peru State College Foundation to finance the
renovation of the Al Wheeler Activity Center. The loan is a general obligation of PSC. The loan
is not an obligation of the State of Nebraska, and no tax funds may be appropriated for payment
of principd and interest. The loan bears interest payable annually at the rate of 3.5% and is due in
annual installments, which began MB)2008. Principal maturities began May 1, 2008, and
continuel until 2019.

Master Lease Purchasing Program

The State of Nelaiska, through the Department of Administrative Services (BA&)counting

Division, has a Master Lease Purchasing Agreement to be used by various agencies to purchase
equipment. CSC used this financing arrangement to finance the acquisition-cdpitaizved

equi pment i n fiscal years 2014 and 2015. O
payable at a rate of 1.05% while the other master lease obligation bears interest payable at a rate
of 1.45%. PSC used this financing arrangement to fetimeacquisition of capitalized equipment

in fiscal year 2015. PSC’s master | ease obl
Master Leases expire in fiscal years 2019 and 20801 | e PSC’ s Ma sntfiscal L e a
year 2019. Assstcapitalized under this program totaled $306,019 at June 30, 2019 and 2018, and
were nebf accumulated depreciation of $130,058 in 2ah8 $99,456 in 2018.

The official statement of the master lease agreement defines an event of default as fayre to p
any rental payment or other payment required to be paid, failure to observe or perform any
covenant, condition or agreement on its part, or representation or warranty made in the Lease was
untrue in any material respectis event of such default, withr without termination of the lease,

all rental payments for which funds have been appropriated may be declared due, equipment may
become repossessed and dispose of such equipment, or any other remedy available at law or in
equity with respect to such euweof default.
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5. Long-term Liabilities (Continued)

Debt service requirements to maturity for all lelegm debt of the NSCS are as follows:

CSC Revenue and Refunding Bonds

Year Ending
June 30 Principal Interest Total
2020 $ 655000 $ 238,108 $ 893,108
2021 655,000 227,578 882,578
2022 675,000 213,044 888,044
2023 690,000 195,690 885,690
2024 700,000 179,642 879,642
2025 - 2027m5,000 618,518 4,363,518
2030 - 203360000 181,050 2,541,050
Total $ 9,480,000 $ 1,853,630 $11,333,630
CSC Master Lease Obligation Summary
Year Ending
June 30 Principal Interest Total
2020 102,475 745 103,220
Total $ 102475 $ 745 $ 103,220
PSC Revenue and Refunding Bonds
Year Ending
June 30 Principal Interest Total
2020 $ 570,000 $ 377,430 $ 947,430
2021 570,000 369,111 939,111
2022 585,000 359,488 944,488
2023 600,000 348,431 948,431
2024 605,000 336,083 941,083
2025 - 2020380,000 1,448,136 4,478,136
2030 - 203065,000 1,069,490 3,124,490
2035 - 2038655000 775,244 2,430,244
2040 - 20 21980,000 446,008 2,426,008
2045 - 20 2370,000 78,375 1,448,375
Total $ 13,020,000 $ 5,607,796 $18,627,796
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Long-term Liabilities (Continued)

WSC Revenue and Refunding Bonds

Year Ending
June 30 Principal Interest Total
2020 $ 880,000 $ 521,024 1,401,024
2021 890,000 504,476 1,394,476
2022 905,000 486,184 1,391,184
2023 920,000 466,124 1,386,124
2024 950,000 441,505 1,391,505
2025 - 2042690,000 1,741,306 6,431,306
2030 - 203360,000 1,224,228 3,584,228
2035 - 20300,000 898,522 2,988,522
2040 - 202440,000 516,150 2,986,150
2045 - 2021605000 90,388 1,785,388
Total $17,850,000 $ 6,889,907 $24,739,907
Corporation Bonds
Year Ending
June 30 Principal Interest Total
2020 $ 3,325,000 $ 1,122,168 $ 4,447,168
2021 4,800,000 976,843 5,776,843
2022 1,790,000 728,968 2,518,968
2023 1,880,000 656,018 2,536,018
2024 1,935,000 598,793 2,533,793
2025 - 201@,8»5,000 1,767,515 12,592,515
2030 - 2048955000 116,803 5,071,803
Total $29,510,000 $ 5,967,108 $35,477,108
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NSCS Loan Obligation and Bond Summary

(Continued)

Year Ending
June 30 Principal Interest Total
2020 $ 5,532,475 $ 2,259,475 $ 7,791,950
2021 6,915,000 2,078,008 8,993,008
2022 3,955,000 1,787,684 5,742,684
2023 4,090,000 1,666,263 5,756,263
2024 4,190,000 1,556,023 5,746,023
2025 2 22,290,000 5,575,475 27,865,475
2030 2 (013,730,000 2,591,571 14,321,571
2035 2 0 3,815,000 1,673,766 5,418,766
2040 2 0 4,450,000 962,158 5,412,158
2045 - 203065000 168,763 3,233,763
Total $69,962,475 $20,319,186 $90,281,661

The bond resolutins of the Corporation Bonds, and the Revenue and Refunding Bonds specify
the funds that need to be established, the required transfers between funds, and the maximum
maturity | imits for the funds’ i Nnvesvenamesnt s .
including compliance with a ratio of net revenues to debt service. At June 30, 2019 and 2018, the
NSCS was in compliance with these requirements.

Operating Leases

Noncancellabl®perating leases related primarily to office space and egumpexpire in various

fiscal years through 2024. Renewal options for leases containing such provision ranged from one
to six years. These operating leases generally require the NSCS to pay all executory costs
(property taxes, maintenance, operating, iasdrance).

Future noncancellable operating lease payments as of June 30, 2019, were:

2020 343,831
2021 264,451
2022 168,643
2023 151,601
2024 33,525
Total $ 962,051
The NSCS' s operating | ease paymdumg39, 2018 werd h e

$817,408and $833,154 respectively
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Revenue Bond Program

The Board, for the benefit of the Nebraska State Colleges, issues bonds to finance the construction,
repair, and maintenance of revenue bond buildings owned and operdkedBnard of Trustees

of the Nebraska State College System. The Revenue Bond Program (Program) provides funding
for general operations as well as funding for various construction and renovation projects as
specified by the individual bond documents. Phegram is designed to provide greater flexibility

to finance revenue bond projects at the three Colleges. The current revenue bond master resolution
was approved in 2002 by the Board.

Financial information for the Program for June 30, 2019 and 20%8msarized as follows:

Condensed Statement of Net Position

2019 2018
Assets
Current Assets $ 18,492,868 $ 18,189,205
Noncurrent Assets 57,289,961 59,319,462
Total assets 75,782,829 77,508,667
Deferred Outflows of Resources 32,180 35,959
Liabilities
Current Liabilities 4,319,671 3,813,688
Noncurrent Liabilities 38,450,009 40,580,450
Total liabilities 42,769,680 44,394,138
Net Position
Net investment in capital assets 16,980,052 16,926,490
Restricted for
Debt service 2,197,545 2,085,398
By enabling legislation 13,867,732 14,138,600
Total net position $ 33,045,329  $ 33,150,488
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Revenue Bond ProgramConcluded)

Condensed Statement of Revenues, Expenses, and Changes in Net Position

Operating Revenues
Rentals
Food Service
Facilities
Bookstore
Other
Total operating revenues
Operating Expenses
Food Service
Other
Total operating expenses

Operating Income

Nonoperating Revenue (Expenses)
Increase in Net Position
Net Position, Beginning of Year

Net Position, End of Year

Condensed Statement of Cash Flows

Cash Flows from Operating Activities

Cash Flows from Capital and Related
Financing Activities

Cash Flows from Investing Activities
Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year
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2019 2018
$ 8,419,992  $ 7,703,203
8,646,810 8,727,143
3,399,559 3,315,525
177,635 183,229
264,391 299,567
20,908,387 20,228,667
5,707,38 5,483,374
14,643,519 12,849,699
20,350,837 18,333,073
557,550 1,895,594
(662,709) (857,360)
(105,159) 1,038,234
33,150,488 32,112,254
$33,045329  $33,150,488
2019 2018
$ 3,035,776 $ 2,299,504
(3,338,903) (5,253,658)
1,063,989 353,548
760,862 (2,600,606)
19,904,463 22,505,069
$20,665,325 $19,904,463
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Retirement Plans

The NSCS has a defined contribution retirement plan currently in effect, which was established by
the Board of Trustees and may be amended by the Board in accordance with Neb. Rev.-Stat. § 85
320 (Reissue 2014). The Nebraska State Colleger8yB&dined Contribution Retirement Plan
covers all faculty, professional staff, and support staff, and provides investment options and
annuity contracts administered by the Teachers Insurance and Annuity Assoei@taiege
Retirement Equities Fund (TIA&KREF). The plan provides retirement and death benefits to plan
members and their beneficiaries. Benefit provisions are contained in the plan document and may
be amended by action of the Board of Trustees. Contribution rates for plan members and the NSCS
for 2019 and 208, expressed as a percentage of covered payroll, 6% and 8%, respectively.
Contributions actually made for the fiscal years ended 30n2019 and 2018, by plan members

and the NSCS were $2,808,805 and’$8,041 and $2,760,227 and $3&46, respectively. At
June30, 2019 and 2018, the plan hdd9and 772 contributing members, respectiva@lile NSCS
contributions encumbered for the fiscal years ended June 30, 2019 andn2®&8amounts of
$224,208and $223,456, respectively.

Membership in the plan was mandatory for all fithe faculty and staff who attained the age of
thirty. Voluntary membership is permitted for all ftitne faculty and staff upon reaching the
second anniversary of their employment and the attainment @5ag€he plan benefits are fully
vested at the date of contribution.

The NSCS also sponsors a supplemental retirement annuity (SRA) plan, Roth individual retirement
account (403(b)), and 457 deferred compensation supplemental plan. Plan membersembntribut
$862,132 to the SRA, $178,085 to the Roth 403(b), and $112,450 to the 457 plan in 2019, while
in 2018 plan members contributed $933,028 to the SRA, $153,436 to the Roth 403(b), and
$134,084 to the 457 plan. The NSCS does not contribute to these seipaliephans.

Risk Management

The NSCS is exposed to various risks of loss related to torts; theft of, damage to and destruction
of assets; business interruption; errors and omissions; employee injuries and illnesses; and natural
disasters. Respondiby for the coordination of a risk and insurance management program for the
NSCS is assigned to the Chancellor. The responsibility for the development and implementation
of the risk and i nsurance managementesidpmsogr a
Mechanisms for identifying risks and for taking appropriate action to eliminate, abate, transfer, or
retain these risks is also the responsibility of each College. -PRRiSk Management Division is
responsible for maintaining the séilsurancgpr ogr am f or wor ker s’ comp
motor vehicle liability insurance.

The NSCS has chosen to purchase insurance for:

A. Health care and life insurance for eligible employees.
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Risk Management(Concluded)

B.

C.

General liability coverage (inatling employee benefits liability), with limits ranging from
$1,000,000 per occurrence to $3,000,000 in aggregate

Educators legal liability, with a limit of $4,000,000 per each claim, $4,000,000 annual
aggregate, and a sétfsured retention of $150,000.

Real and personal property through the Mi
property program on a blanket basis for losses up to $500,000,000, with the program
funding a seklinsurance pool of $1,000,000 per loss occurrence and a deductible of
$50,000 for the NSCS. Newly acquired properties are covered up to $100,000,000 for 90
days from the date the insured takes ownership of the property. The perils of flood,
earthquake, and acts of terrorism have various coverages and sublimits. Deta&® of th
coverages are available from the NSCS.

No settlements exceeded commercial insurance coverage in any of the past three fiscal years.
Health care insurance is funded through a combination of employee and NSCS contributions.

Wo r

ker s’ compead aitm omhe sWdmuker s Compensatio

assessments on each State agency based on total agency payroll and past experience. Tort claim:
theft of, damage to, or destruction of assets; errors or omissions; and natural disasteisewoul

funded through the State General Fund or by NSCS assessments, as directed by the Legislature
unless covered by purchased insurance. No amounts for estimated claims have been reported in

t he

NSCS’' s financi al statements.

Commitments and Contingercies

Construction Contracts

The Board of Trustees has approximate remaining construction commitmestd @ $00and
$11,238,000, as of June 30, 2019 and 2018, respectively. These projects will be funded through
cash funds, LB 309 ask Force for Building Renewalfunds, Foundation gifts, bond proceeds,
contingency maintenance funds, and capital improvement fees. Construction commitments are
identified by College, as follows:

2019 2018
CSC $ 3,227,000 $ 3,743,000
PSC 1,063,000 1,959,000
WSC 810,000 5,536,000

Government Grants

The NSCS is currently participating in numerous grants from various departments and agencies of
the Federal and State governments. The expenditures of grant proceeds must be for allowable anc
eligible purposes. Sgte audits and audits by the granting department or agency may result in
requests for reimbursement of unused grant proceeds or disallowed expenditures. Upon
notification of final approval by the grant department or agency, the grants are consideigd close
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Restricted Net Position

Restricted net position reports resources that are owned by the NSCS, but their use or purpose is
restricted. Restricted net position reported on the Statements of Net Position is further classified
into the following:

Loans represent institutional loans and Federal program loan funds set aside to serve as
revolving loan funds for students.

Debt Servicerepresents Corporation and revenue bond balances reserved for debt service
payments.

Plantrepresents funds reserved tapital improvements net of any related liabilities.
Other represents funds restricted through external constraints imposed by creditors,
contributors, or laws or regulations of other governments or constraints imposed by law

through constitutional presions or enabling legislation.

Restricted net position of $19,948,649 and $20,481,586 in fiscal years 2019 and 2018,
respectively, was restricted due to enabling legislation.

Joint Operation

On September 14, 2006, WSC entered into an interlagakaent with Northeast Community
College (NECC) to build and operate College Center in South Sioux City (CCSSC), Nebraska,
which offers classes from both NECC and WSC. CCSSC began offering classes during the fiscal
year ended June 30, 2011. On Septer6b2016, WSC entered into a new interlocal agreement
with NECC to continue to operate CCSSC.

NECC administers the accounts payable related to joint operation and maintenance costs and
provides WSC with quarterly r Eeppensesaccanpahieda n |
by supporting documentation. Both parties agree the expense allocation between the parties shall
be split equally (50%0%) for all expenses for the term of the Agreement. CCSSC is governed
by CCSSC’s Admi ni s tisraafauimereber @aiing rbeard lcomposed iofctvio
appointees from NECC and two appointees from WSC. In addition to the voting members, the
following individuals serve on the Council in an ex officio capacity: Facilities Manager and two
institutional leadersone appointed by each President). The chairperson of the Cigisstédcted

on a rotating basis with a WSC representative in ewenbered years and a Northeast
representative in oddumbered years. Ownership of land and facilities are shareebb984dy

NECC and WSC. Either party can terminate the agreement with at least twelve (12) months prior
notice, giving the other party right of firs
building, contents, and land.
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13. Component Unit Disclosuresi Foundations

On the following pages are the notes taken from the audited financial statements, for the years
ended as indicated below, of the Foundations:

Foundation Years Ended Pages
Chadron State June 30, 203 and 208 69-83
Peru Stat€ollege December 31, 2@land 20¥ 84- 96
Wayne State June 30, 203.and 208 97-108
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CHADRON STATE FOUNDATION

Note 11 Purpose of Foundation and Description of Program Services

Nature of Activities

Chadron State Foundation (the Foundation) is a nonprofit organizatorporated in the State of
Nebraska in 1963 to promote the education, scientific, and benevolent purposes of Chadron State College
(the College). The Foundation acts largely as a fundraising organization; soliciting and receiving
contributions and plegkes on behalf of the College. Assets received by the Foundation are used to acquire
equipment to be used by the College, to provide financial aid for college students, or to be otherwise
expended for the betterment of the College.

Program Services

Chadon State Foundation is a nonprofit corporation classified by the Internal Revenue Service as tax
exempt under Section 501(c)(3)The Foundation provides support to Chadron State College (the
College) through scholarships and awards to the students@btlegie and provides institutional support

of management and special projects related to the College.

Note 21 Summary of Significant Accounting Policies

Basisof Accounting

The Foundation prepares its financial statements on the accrual basis otiacg@onsequently, certain
revenue and the related assets are recognized when earned rather than when received and certain expens
are recognized when incurred rather than when the obligation is paid.

Basis of Presentation

The Foundation is required teport information regarding its financial position and activities according
to two classes of net assets: net assets without donor restrictions and net assets with donor restrictions.

Net AssetdVithout Donor RestrictionsNetassetshat are not subpt to donotimposed stipulations.

Net Assetswith Donor Restrictions Net assets that are subject to donor/graimgosed time or
purpose stipulationsNet assets with donor restrictions are broken into two categories: net assets
restricted by timer purpose and net assets restricted in perpetuity.

Net Assets Restricted by Time or Purpobket assets subject to doriarposed stipulations that

may or will be met either by actions of the Foundation and/or the passage ofWimen a
restriction eypires, net assets are reclassified to net assets without donor restrictions and reported
in the Statement of Activities as net assets released from restrictions.

Net Assets Restricted in Perpetuityet assets subject to dorarposed stipulations thétey be
maintained permanently by the FoundatioGenerally, the donors of these assets permit the
Foundation to use all or part of the income earned on any related investments for general or specific
purposes.
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Note 21 Summary of Significant AccountingPolicies(Continued)

Desighation of UnrestrictedNet Assets

It is the policy of the Board of Directors of the Foundation to designate sums of net assets without donor
restrictions to assure adequate reserves are accumulated to help fund specificvaritgeard the
general operations of the Foundation. Accordingly, net assets without donor restrictions of the
Foundation are classified and reported as follows:

Operating Fund — The portion of net assets without donor restrictions that is undesignaded an
available for the dayo-day operations, support, and management of the Foundation.

CSC Genesrl Fund — Represents the annual accumulation of gifts without donor restrictions of $4,999
or less received by the Foundation. These funds must first beauaddress any operating deficits

for the current fiscal year. The remaining balance is transferred to the beginning fund balance of the
CSC Quasi Endowment in the following fiscal year.

CSC Quas Endowment — Represents gifts without donor restrictionsigaated by the Board of
Directors that must adhere to the policies and procedures of Section IV of the Chadron State
Foundation Endowment Policy & Guidelines.

GreatestNeed — Represents gifts without donor restrictions and pledges of $5,000 or movélthat

be allocated per recommendation of the Development Committee and approved by the Board of
Directors. Such recommendations are based on the initiatives and priorities of the Foundation and,
when appropriatehe Campaign Leadership committee. Suatoramendations must be approved by

the Board of Directors. Upon approval by the Board of Directors, these gifts and pledges are accounted
for in the appropriate Boardesignated fund. The Board of Directors has allocated the entire fund
balance to CapitaCampaign Initiatives to be used as needed to complete the current capital projects.

Cashand Cash Equivaents and Shoriterm Investments

The Foundation considers all higHlguid investments and deposits with a term to maturity of three
months or lessvhen purchased to be cash equivaleMsney market funds and certificates of deposits,
with an originalmaturityof three months or less when purchased, are classified agesinorhvestments
and are not considered to be cash equivalents for purpobes$tatement of Cash Flows.

Invesiments
Investment purchases are recorded at cost, or if donated, at fair value on the date of domateaiter,
investments are reported at their fair values in the Statement of Financial Po$igbrinvestment

return/loss is reported in the Statement of Activities and consists of interest and dividend income, realized
and unrealized capital gains and losses, less external and direct internal investment expenses.
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Note 2i_Summary of Significant Accounting Polices(Continued)

Pledges Receivable

Unconditional promises to give are recorded in the period receikéd:ontributions are available for
unrestricted use unless specifically restricted by the do@onditional promises to give are recognized
when theconditions on which they depend are substantially r@éfts and contributions are recorded at
fair value at the time of donatiorJnconditional promises to give due in the next year are recorded at
their net realizable valueUnconditional promises tgive due in subsequent years are reported at the
present value of their net realizable value, usingfris& interest rates applicable to the years in which
promises are to be receivedllowances are provided for amounts estimated to be uncolledbiaséed

on a history of past writeffs and collections. Accounts are written off as uncollectible at the time
management determines that collection is unlikely.

Revenue Recognition

The Foundation reports contributions as support when assets are remeivbdn an unconditional
promise to give has been mad€onditional promises to give are recognized when the conditions on
which they depend are substantially midbwever, if a restriction is fulfilled in the same time period the
contribution is recei®d, the Foundation reports the support as without donor restrictions.

Contributed Materialsand Services

The Foundation records various types ekiimd contributions.Contributed services are recognized at fair
value if the services received (a) createenhance lontjved assets or (b) require specialized skills, are
provided by individuals possessing those skills, and would typically need to be purchased if not provided
by donation. Contributions of tangible assets are recognized at fair value mleeived. The amounts
reflected in the accompanying financial statements &oh contributions are offset by like amounts
included in expenses.Total contributed materials and services recognized for the years ended
June30,2019 and 2018 were $87,268d $30,698, respectively.

Property and Equipment

Investment in property and equipment is stated at cost less accumulated depreciation or at fair value if
donated.All purchases or donations of property and equipment in excess of $1,000 and all texegndi

for repairs, maintenance, renewals, and betterments that materially prolong the useful lives of the assets
are capitalized Property and equipment are depreciated on a stringhbasis over the estimated useful

lives of the assets as follows:
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Note 2i_Summary of Significant Accounting PoliciegContinued)

Estimated
Useful Life

Office Equipment 3-15yrs
Building and Improvements 39.5-50 yrs

Collections

The Foundation has a collection of artwork and other memorabilia that wasdibgaseveral supporters

of Chadron State College. The collection is on display and is available to those who are interested in
studying Nebraska state history. The Foundation has taken steps to ensure that the collection is protecte
and preserved. ection items acquired either through purchase or donation are not capitalized.
Purchases of collection items are recorded as decreases in net assets without donor restrictions if purchase
with assets without donor restrictions and as decreases iss®t$ avith donor restrictions if purchased

with donorrestricted assets. Contributions of collection items are not recognized in the Statement of
Activities. Proceeds from deaccessions or insurance recoveries are reflected on the Statement of Activities
based on the absence or existence and nature of-ohoposed restrictions. If collection items are sold,

the proceeds from the sale are used to purchase additional collection items.

Income Tax Status

The Foundation follows the accounting guidanceufwgertainty in income taxes. A tax position initially
needs to be recognized in the financial statements when it islikelgetharrnot the position will be
sustained upon examination by the taxing authorities

The Foundation is a nonprofit corporaticdassified by the Internal Revenue Service assteempt under
Section 501(c)(3) and as a nprivate foundation under Section 509(a)(1) of the Internal Revenue Code.
The Foundation is not liable for income taxes if it operates within the confineggéitgpt status, though

the Foundation may be responsible for taxes on unrelated business activities. In the event of an
examination of the income tax returns, the tax liability of the Foundation could be changed if an adjustment
in the taxexempt purposerancome from unrelated business activities is ultimately determined by the
taxing authorities.

As of June 30, 2019, the Foundation had no uncertain tax positions that qualify for either recognition or
disclosure in the financial statements. TheFauhd on’ s i ncome tax filings
tax authorities. The Foundation is no longer subject to federal and state income tax examinations by taxing
authorities for years before 2016. Management continually evaluates expiring statiitesatons,

audits, proposed settlements, changes in tax law and new authoritative rulings. The Foundation believes
their estimates are appropriate based on current facts and circumstances. Interest and penalties assess
by incane taxing authoritiesf any, are included in interest expense.
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Note 2i Summary of Significant Accounting PolicieConcluded

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of Americaquires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

Functional Allocation of Expenses

The cost of providing the various programs ankeotactivities has been summarized on a functional
basis in the Statement of Activities. Accordingly, certain costs have been allocated among the programs
and supporting services benefited.

Accounting Pronouncements Adopted

In August 2016, the FASB ised (ASU) 201614, Notfor-Profit Entities: Topic 958 The amendments

in this update affect ndor-profit entities and the users of their gengratpose financial statements

addition to changes in the terminology used to describe categories gsatt throughout the financial
statements, the accounting and reporting of investment return and underwater endowments was modified
and new disclosures were addedhe Foundation adopted this ASU effective for the year ended
June30,2019. The adoptionequired a restatement of the June 30, 2018 financial statements, but did
not impact the total net assets reported in 2018.

Note 31 Liquidity and Availability

Financial assets available for general expenditure, that is, without restrictions limitinggtewithin
one year of the Statement of Financial Position date, are comprised of the following as of June 30:

2019 2018

Financial Assets Available for Use:
Cash and Cash Equivalents $ 949,990 $ 890,589
Net Pledges Due Within One Yeéafnrestricted 20,226 15,100
Endowment Distributions for Management Purposes 426,800 414,250
1,397,016 1,319,939

Less Current Liabilities:

Accounts Payable 16,949 4,619
Scholarships Payable, Unrestricted 46,561 30,642
Other Liabilities 12,801 14,269
76,311 49,530
Total Available Assets $ 1,320,705 $ 1,270,409
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Note 3i_Liguidity and Availability (Concludedl

The Foundati on’ s e ndoweseicied enflowmehts and fondsdessghated by the o n
Boad as endowmentsincome from doncrestricted endowments is restricted for specific purposes,
with the exception of the amounts available for management purposes.

The Found a-dsignatedeendBwonant af $907,146 and $841,044 as of June 30n20A®1 8,
respectively, is subject to an annual spending rate of up toA¥tough the Foundation does not intend
to spend from the Boardesignated endowment (other than amounts for general expenditures as part of

t he Board’ s annual propriatidng, géhese ampopntsocould |Ibe mmade aagiable if
necessary.

Cash held in certificates of deposit and approximately $625,000 and $586,000 as of June 30, 2019 and
2018, respectively, in cash held at a local bank are e@siricted funds for projestplanned on the
College campusThese funds are held in shéerm instruments such that funds are available as projects
progress.

Note 41 Pledges Receivable

Contributions receivable at June 30, were as follows:

2019 2018
Receivable in Less Thabne Year $ 609,858 $ 401,402
Receivable in One to Five Years 643,321 747,671
Receivable in Six to Ten Years 75,000 100,000
Total Contributions Receivable $ 1,328,179 $ 1,249,073
Less: Unamortized Discounts to Net Present Vall (41,777) (54,789)
Less: Allowance for Uncollectable Accounts (45,286) (53,500)
Net Contributions Receivable $ 1,241,116 $ 1,140,784

Unconditional pledges receivable due in more than one year are discounted based on the credit worthines:
of donors. Discount rates for the year ended June 30, 2019 were between 1.15% and 5.5% based on the
five-year Treasury Rate at the time each pledge was nfdoediscount rate used on leteym promises

to give was 2.73% for the year ended June 30, 2018.

Note 51 Fair Market Value Measurements

The Foundation classifies assets and liabilities measured at fair market value within a hierarchy based on
whether the inputs to the valuation methodology used for measurement are observable or unobservable.
Observable inputs reftt marketderived or markebased information obtained from independent
sources while unobservable inputs reflect estimates about market data.
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Note 51 Fair Market Value Measurements(Continued)

The fair value hierarchy prioritizes the inputs to valuatechniques used to measure fair value into three
broad levels:

Level I1— Quoted prices are available in active markets for identical investments as of the reporting
date. The type of investments which would generally be included in Level | incluel lexjuities.

The Foundation, to the extent that it holds such investments, does not adjust the quoted price of these
investments.

Level Il — Pricing inputs are observable for the investments, either directly or indirectly, as of the
reporting date, buare not the same as those used in LevEhir value is determined through the use

of models or other valuation methodologi&s/estments which are generally included in this category
are lesdiquid and restrictegbquity securities.

Level Il — Pricing inputs are unobservable for the investment and include situations where there is
little, if any, market activity for the investmerithe inputs into the determination of fair value require
significant management judgment or estimatiorhe Foundatiordid not have any Level Hiype
investments as of June 30, 2019 and 2018.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy.In such cases, the determination of which category within thedfaie hierarchy is appropriate

for any given investment is based on the lowest level of input that is significant to the fair value
measurementT he Foundation’s assessment of the signi
measurement in itsntirety requires judgment and considers factors specific to the investment.

The fair value of each financial instrument in the table below was measured using input guidance and
valuation techniques.The following table sets forth carrying amounts astineated fair values for
financial instruments at June 30:

2019
Level | Level Il Total

Mutual Funds:

Large Cap $ 4,910,981 $ - $ 4,910,981

Mid Cap and Small Cap 2,161,739 - 2,161,739

International 4,429,292 - 4,429,292

Emerging Markets 1,492,079 - 1,492,079

Fixed Income 2,198,786 - 2,198,786

Floating Rate Corporate Loans 1,451,381 - 1,451,381

Low Correlated Hedge Funds 195,259 - 195,259

Master Limited Partnership 1,464,701 - 1,464,701
Hedge Funds - 2,999,950 2,999,950
Total Investments $ 18,304,218 $ 2,999,950 $ 21,304,168
Shortterm Investments:

Cash and Cash Equivalents $ 72,802 $ - $ 72,802
Annuity Assets and Liabilities $ - $ 8,596 $ 8,596
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Note 51 _Fair Market Value Measurements(Corncluded)

2018
Level | Level Il Total

Mutual Funds:

Large Cap $ 4,688,148 $ - $ 4,688,148

Mid Cap 1,010,167 - 1,010,167

Small Cap 992,862 - 992,862

International 3,956,801 - 3,956,801

Emerging Markets 1,306,971 - 1,306,971

Fixed Income 2,106,454 - 2,106,454

Floating Rate Corporate Loans 1,394,692 - 1,394,692

Low Correlated Hedge Funds 549,928 - 549,928
Pubicly-traded Limited Partnership 1,388,309 - 1,388,309
Hedge Funds - 2,510,118 2,510,118
Total Investments $ 17,394,332 $ 2,510,118 $ 19,904,450
Annuity Assets and Liabilities $ - $ 11,483 $ 11,483

Hedge Funds These funds are not priced or quoted in the active market, but the assets can be priced in
an active market under the valuationthwels described in Level Il.

The Foundation measures annuity asset Shesaasdets|l i atk
are held by a broker that specializes in this type of investnidrd.broker evaluates the value quarterly.
However, he Foundation is at risk of funding future annuity payments should the annuitants outlive their
original contributions.

The Foundation measures pledges receivable at fair market value onracamoimg basis using
unobservable inputsPledges receivablare measured at fair market value based on the expected future
cash flows and the credit worthiness of the donor as explained in Note 4.

In general, investments are exposed to various risks, such as interest rate, credit, and overall market
volatility risk. Due to the level of risk associated with certain investments, it is reasonably possible that
changes will occur in the neterm and such changes could materially affect the investment balances and
the amounts reported in the Statement of Finafoaltion.

Note 61 Other Assets

Other assets include cash surrender value of life insurance for which the Foundation is named an owner
and beneficiary of each policy and several charitable gift annuities.
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Note 6 Other Assets(Concluded

Under charible gift annuity contract, the Foundation receives immediate and unrestricted title to
contributed assets and agrees to make fixed recurring payments over the stipulatedJuerioduted

assets are recorded at the fair value on the date of redéiptrelated liability for future payments to be
made to specified beneficiaries is recorded at fair value using present value techniquesaatdstistt
discount rates designed to reflect the assumptions market participants would use in pricingitiie liabil
The liability for future trust payments to the donor is reduced by payments made to the donor and is
adjusted to reflect changes in the fair value of the liability at the end of thelyjpan. termination of the
annuity contract, the remaining lidiby is removed and recognized as incoriiée value of the charitable

gift annuity contract was $8,596 and $11,483 as of June 30, 2019 and 2018, respectively.

The cash surrender value of life insurance is recorded based on estimated amounts available upo

surrender of the policies.Cash surrender values of the policies were $36,318 and $45,839 as of
June30,2019 and 2018, respectively.

Note 71 Beneficial Interest in Trust and Estates

The Foundation is the beneficiary of various trusts and estasgedtsy donorsThe carrying amounts

(which are at fair value) of beneficial interests in trusts and estates are based on values provided by an
external investment manager, quoted market values, or actuarial valughiothe date the Foundation

is notified of an irrevocable beneficial interest, a contribution is recorded based on the presence of donor
restrictions at fair value of the underlying trust or estate as3étsteafter, beneficial interests in trusts

and estates are reported at the fair@aluof t he trust s’ assets in the
trust distributions and changes in fair value recognized in the statement of activities.

The Foundation may also be designated as the beneficiary of trusts, estates, and life ipsliciexe

which are revocable and under the control of the dofmbese assets are not recorded by the Foundation
until they become irrevocable.

Note 81 Property and Equipment

Propertyandequipmentat June30 consistedof the following:

2019 2018
Land $ 38,500 $ 38,500
Office Equipment 97,096 97,096
$ 135596 $ 135,596
Less: Accumulated Depreciation (96,840) (96,314)

Property and Equipment, Net of Accumulated Deprecia$ 38,756 $ 39,282
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Note 91 Related Parties

The Foundationin the normal course of business, engages in transactions with Chadron State College.

The College has been designated as the beneficiary of the Foundation. The Foundation pays all
schol arships and contri buti ons Substantialyeall epersds efg e '
the Foundation directly or indirectly benefit the College.

The College also provides staff to the Foundatidrne inkind donations of employee time include
services that affect all functions of the Foundatidime estim#ed cost to the College, or benefit to the
Foundation, as a result of the College providing thedeénid staffing contributions was $176,972 and
$173,368 for the years ended June 30, 2019 and 2018, respectively, which includes salaries and benefits

Note 107 Endowment Funds

Investments Boarddesignated EndowmentAs of June 30, 2019 and 2018, the Board of Directors had
designated $907,146 and $841,044, respectively, of net assets without donor restrictions as a general qua:
endowment fund to suppaihe mission of the Foundatiorgince that amount resulted from an internal
designation and is not donmestricted, it is classified and reported as net assets without donor restrictions.

Gifts assigned to a quasi endowment shall be divided into tpavate fund balance®ne shall be called

the “Initial Fund Bal ance” and one shé&hkebalaie cal
for either the Initial Fund Balance or Quasi Endowment Fund Balance shall be determined as of June 30th
of each iscal year. The annual payout from each of the fund balances shall be calculated individually as
hereinafter stated:

Initial Fund Balance- The Initial Fund Balance for each fiscal year shall consist of the value of
all contributions to a quasi endownmenThe annual payout from this segment of the quasi
endowment shall be set by action of the Finance Committee and ratified by the Foundation Board
and shall be consistent with the letegm goal of portfolio growth and perpetual support to
Chadron State @lege (CSC). The annual payout from this portion can be up to, but cannot
exceed, 50% of the fund balanc&ny remaining balance after deducting the annual payout shall
be transferred by the Foundation to the Quasi Endowment Fund Balance.

Quasi Fund Blance- The annual payout from this segment of the endowment shall be set by
action of the Finance Committee and ratified or approved by the Foundation Board consistent with
the investment policy and lortgrm goal of portfolio growth and perpetual supgpafrCSC. In
accordance with accounting principles generally accepted in the United States of America, the
Foundation Board has the discretion to allow payouts from the Corpus and principal of a Quasi
Endowment Fund Balancélowever, the Board has chodanpolicy to treat a Quasi Endowment
Fund balance as a Named Endowment and pay out accordingly. See Spending Policy below.
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Investments Donordesignated Endowmentf he Foundati on’ s endowehwent c
360 individual funds established for a variety of purposessendowment includes both dor@stricted

and funds designated by the Board of Directors to function as endownfentequired by accounting
principles generally accepted in the Unit8thtes of America, net assets associated with endowment
funds, including funds designated by the Board of Directors to function as endowments, are classified and
reported based on the existence or absence ofdlmpoised restrictions.

Interpretation of Relevant Law

The Board of Directors of the Foundation has interpreted the Nebraska Uniform Prudent Management of
Institutional Funds Act (NUPMIFA) as requiring the preservation of the fair value of the original gift as
of the gift date of the doneaestrided endowment funds absent explicit donor stipulations to the contrary.
As a result of this interpretation, the Foundation classifies as net assets with donor restriesimicsed

in perpetuity (a) the original value of the gifts, (b) the origindue@aof subsequent gifts, and (c)
accumulations of earnings made in accordance with the direction of the applicable donor gift instrument
at the time the accumulation is added to the furiche remaining portion of the donoestricted
endowment fund thasinot classified as net assets with donor restrictiolestricted in perpetuity is
classified as net assets with donor restrictiaestricted by time until those amounts are appropriated for
expenditure by the Foundation in a manner consistent withsthndard of prudence prescribed by
UPMIFA.

In accordance with UPMIFA, the Foundation considers the following factors in making a determination
to appropriate or accumulate dofrestricted endowment funds:

The duration and preservation of the fund

The purposes of the Foundation and the dasestricted endowment fund
General economic conditions

The possible effect of inflation and deflation

The expected total return from income and the appreciation of investments
Other resources of the Foundation

The investment policies of the Foundation

NookrwhE

Endowment net assets, by type of fund, were comprised of the following as of June 30:

2019 2018
Without Donor Restrictions $ 907,146 $ 841,044
With Donor Restrictions- Restricted by Time or Purpose 2,367,806 2,409,815
With Donor Restrictions- Restricted in Perpetuity 18,949,548 17,569,995
Total Funds $ 22,224,500 $ 20,820,854
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Changes in endowment net assets as of June 30 were as follows:

With Donor Restrictions Total
Without Donor Restricted by Restricted in Endowment
2019 Restrictions Time or Purpose Perpetuity Assets
Eggfwme”t Net Assets, Beginning of ¢ g41 (44 $ 2409815  $17,569,995 $ 20,820,854
Contributions 25,331 - 1,354,004 1,379,335
Investment Return 39,767 718,949 - 758,716
Transfers 40,320 1,140 25,549 67,009
Amounts Appropriated for Expenditure (39,316) (762,098) - (801,414)
Endowment Net Assets, End of Year 907,146 2,367,806 18,948,548 22,224,500
With Donor Restrictions Total
Without Donor Restricted by Restricted in Endowment
2018 Restrictions Time or Purpose Perpetuity Assets
Egg‘r’wme”t Net Assets, Beginning of ¢ 545 939 $  1,088424 $16,174441  $ 18,811,804
Contributions 22,355 142 1,381,969 1,404,466
Investment Return 41,776 1,134,056 - 1,175,832
Tranders 160,210 205 13,585 174,000
Amounts Appropriated for Expenditure (32,236) (713,012) - (745,248)
Endowment Net Assets, End of Year 841,044 2,409,815 17,569,995 20,820,854

From time to time, certain donoestricted endowment funds may have fair values less than the amount
required to be maintained by donors or by law (underwater endowmewshaventerpreted UPMIFA

to permit spending from underwater endowments in accordance with prudent measures required under
law. At June 30, 2019 and 2018, funds with donor restrictions reported no deficiencies.

The Foundation has adopted investment and spgmudilicies for endowment assets that seek to preserve

its real (inflation adjusted) purchasing power while providing a relatively predictable, stable, and constant
(in real terms) stream of earnings cspendingsdedsnt w
The Foundation’s spending and invest memdretprs!| | ci
in any given year may vary from this amount.

Strategies Employed for Achieving Objectives
The Foundation has adopted investmertt spending policies, approved by the Board of Directors, for
the endowment assets that attempt to provide-termg support to CSC. Accordingly, the investment

philosophy of the Foundation is based on a disciplined, consistent, and diversified appitzacty ut
multiple asset classes and allows for multiple managers. Their intent is to accommodate styles and
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Note 107T_Endowment Funds(Concluded)

strategies considered reasonable and prudent. The Foundation has establistexchloaigs of return,
dowrside risk parameters and asset allocation ranges for each poriffttie.total return objective is not
achieved over a particular measurement period, the shortfall should be explainable in terms of general
economic and capital market condition&.temporary shortfall will not necessarily indicate failure to
achieve the longerm objective.An important objective of the Foundation Board of Directors is to create

an investment and spending program that allows for growth of the portfolio balance.

Spendng Policy and How the Investment Objectives Relate to the Spending Policy

Distributions from Named Endowment are to be according to the Foundatmaowment policies.
Grant levels are based on the weighted average fund balance, using the adjustefdap@rting
endowments during the past three (3) fiscal yeditse distribution approved by the Foundation Board
shall not exceed five percent (5.0%) of the weighted average fund bal@istibution from any
individual endowment shall be accordingéstrictions within that controlling endowmeristributions

from the Quasi Endowment shall be according to its controlling restrictionsstablishing this policy,

the Foundation considered the letegm expected return on its investment assets)aheae and duration

of the individual endowment funds, many of which must be maintained in perpetuity because of donor
restrictions, and the possible effects of inflation.

Note 117 Net Assets with Donor Restrictions

Net assets restricted by time or ppsp are available for the following purposes or periods, as of June 30:

2019 2018

Scholarships and College Use $ 4,450,332 $ 4,575,873

Net assets were released from donor restrictions by incurring expenses satisfying the purpose or time
restrictionsspecified by donors as follows for the year ended June 30:

2019 2018
Purpose Restriction Accomplished:
Scholarships $ 556,832 $ 493,060
College Use 1,250,554 225,553
Management Fees 345,314 328,672
Investment Fees 34,983 33,639
Total Restrictions Released $ 2,187,683 $ 1,080,924
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Note 117 Net Assets with Donor RestrictiongConcluded)

Net assets with donor restrictions, restricted in perpetuity, consist of endowment funds which are to be
held indefinitely (see Note 10).The eanings from the related assets can be used to support the
Foundation’s schol arship, award, and grant act:.i

Note 121 Defined Contribution Plan

TheOrganizat on par t i ci p &teéined contributidm plan Ghe Plang apwering all employees
with at least three years of service who agree to make contributions to th&Rlployees may enroll in

the Plan if they are employed full time for 9 out of 12 months of the yRarticipation in the Plan is
voluntary for employees who are 25 yeafsage and have been employed at least two years by the
Foundation. Participation in the Plan is mandatory for employees over the age oEB8thloyees
contribute 6% of their salary and the College contributes 8Pétal expenses for the years ended
June30, 2019 and 2018 were $25,220 and $28,781, respectively.

Note 137 Commitments

In 2013, the Board of Directors designated $529,000 from the CSC Quasi endowment plus $471,000 of
earnings from the Chicoine Fund to provide the additional $1 million fondneing of the Chicoine
athletic complex. As the Chicoine Fund generates earnings, the CSC Quasi endowment will be
replenished.As of June 30, 2019, $313,700 has been paid back to the CSC Quasi Endowment.

In August 2015, the Foundation committed to padevhe College with $2 million for the Math & Science
building renovation. This project, along with the fundraising campaign is still in the initial planning
stages.

In May 2016, the Foundation committed $1 million toward the renovation of the fostiddilim. As of
June 30, 2019 the Foundation had provided $850,000 to the College for the renovations.

Note 147 Emerging Accounting Standards

During the year ended June 30, 2020, the Foundation will implement FASB TopicT6@6standard
specifies tle recognition criteria for revenue related to contributions and contratits.effects of the
implementation of the standard cannot be readily determined.

During the year ended June 30, 2021, the Foundation will implement the revisions to FASB Topic 958
This update clarifies and improves guidance about whether a transfer of assets is a contribution or
exchange transaction, for purposes of determining revenue recogfiitierFoundation is in the process

of assessing the effect on the financial statéme

During the year ended June 30, 2021, the Foundation will implement the revisions to FASB Topic 820.
This update modifies the disclosure requirements on fair vallie Foundation is in the process of
assessing the effect on the financial statésien
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Note 151 SubsequentEvents

Subsequent events were evaluated through the de
the financial statements were available to be issued.

Note 16T Basis for Reissuance of Financial Statements

Subsegant to the issuance of the financial statements for the year ended June 30, 2019 dated
Octoberl1,2019, it was determined the Foundation needed to provide comparative financial statements
to the State of Nebr as ka f oadal statencehtsiThe Jume 30, 2019t h e
financial statements were revised to incorporate June 30, 2018 financial information, which was audited
by another firm, with a report issuance date of October 19, 2018.

As explained in Note 1, the Foundation impleneenASU 201614 during the year ended June 30, 2019.

The implementation of this standard required a restatement of the financial statements for the year ended
June 30, 2018 for the presentation to be consistent with June 30, 2019 stat&eeisiens intuded the

use of the net asset categories of donor restricted and without donor restrictions; the reporting of
investment return as one line in the Statement of Activities rather than separate components for interest,
dividends, gains/losses, and fees; disglosures of liquidity in the notes to the financial statemerte.

revisions to the June 30, 2018 financial statements were audited during the year ended June Be 2019.

|l ndependent Auditor’s Report esspidganopisiont he respo

-83-



NEBRASKA STATE COLLEGE SYSTEM
(A COMPONENT UNIT OF THE STATE OF NEBRASKA)

NOTES TO THE FINANCIAL STATEMENTS
(Continued)

PERU STATE COLLEGE FOUNDATION

Note AT Summary of Significant Accounting Policies

The following is a summary of the significant accounting policies of the PeruGidége Foundation
(the Foundation)

1. Nature of the Organization

The Foundation is a nonprofibdndation incorporated in the State of NebrasKae purpose of the
Foundation is to operate as a charitable and educational foundation for the promotion and support of Peru
State College (the College) and its studeiitise Foundation is governed by df ggerpetuating Board of
Directors consisting of volunteer board appointed members, some of whom are significant donors to the
Foundation. The Foundation is considered a component unit of Peru Stateg€otherefore, the

F o u n d snetiagsets and rétswof operations are included as a component unit in the Peru State College
financial statements.

2. Basis of Accounting

The financial statements have been prepared on the accrual basis of acoebitings a basis of
accounting generally acceptedtie United States of America. Revenues are recorded when earned and
expenses are recorded when incurred.

3. Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally accepted
in the United States of Amiea requires management to make estimates and assumptions that affect the
reported amount of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues ancesxgngg the reporting period.

Actual results may differ from the estimates and assumptions used in preparing the financial statements.

4. Cash and Cash Equivalents

For purposs of the statement of cash flows, the Foundation considers highly liquid nmaetst with an

initial maturity of three months or less to be cash equivalents. Cash and cash equivalents designated for
long-term purposes or received with donimposed restrictions limiting their use to leteym purposes

are not considered cash or casjuivalents for purposes of the statement of cash flows.

5. Receivables
Accounts receivable consists primarily of amounts due from third party contracts and stated as unpaid
balances. Management considers all receivables to be fully collectable; thenefakowance for

doubt f ul accounts has been established. I n mal
approximates fair value.
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Note AT_Summary of Significant Accounting PoliciegContinued)

6. Financial Statement Presentation

The Foundation reports information regarding its financial position and activities according to the
following two classes of net assets:

1 Net assets without donor restrictions are assets that are not subject tantmysed restrictions
and may be expended fonyapurpose in performing the primary objectives of the Foundation.
These net assets may be used at the discretd.i
directors. A boardlesignated endowment, which results from an internal designation, ialyene
not donotrestricted and is classified as net assets without donor restrictions. The governing board
has the right to decide at any time to expend such funds.

1 Net assets with donor restrictions are assets subject to stipulations imposed by awhors,
grantors. Some donor restrictions are temporary in nature; those restrictions will be met by actions
of the Foundation or by the passage of time. Some dommsed restrictions impose limits that
are permanent.

7. Promisesto-Give

Contributions areecognized when the donor makes a promise to give to the Foundation that is, in
substance, unconditional. Contributions that are restricted by the donor are reported as increases in the
appropriate category of net assets. When a restriction expireassets with donor restrictions are
reclassified to net assets without donor restrictions. Conditional promises to give are recognized when
the conditions on which they depend are substantially met. Promises to give are considered by
management to be fyllcollectible, therefore, no allowance for doubtful accounts is provided. All
promises are deemed by management to be fully receivable within one year from the dates of the
statements of financial position.

8. Endowments and Investments

The Foun destments nmBrisigesi Imvestment Management, lrace valued at Level of the
hierarchy of investment valuation, see Note C. Unrealized gains and losses are included in the statemen
of activities as a change et assets without donor restrictions

The Foundation pools its investments for greater flexibility in managing those investments. When
investments are pooled, they lose their specific identification with specific contributions. Thus, the
income and unrealized and realized gains and losselamated to the pool participants using the market
value method.

The market value method assigns a number of units to each pool participant based on the relationship of
the individual investment to the total investments at the time the investmentokae. po
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Note AT_Summary of Significant Accounting PoliciegContinued)

The Foundation follows the guidance of the Uniform Prudent Management of Institutional Funds Act
(UPMIFA) in accounting for endowed assets. UPMIFA permits, subject to donor intergpagpon

for prudent expenditures as determined by the Foundation for the uses, benefits, purposes, and duratior
of the established endowment fund. The Foundation has determined that maintaining the historical
endowed value is prudent for the use offtireds and any appreciation of the endowment is available for
use. The amount of the net appreciation is reported as increas¢sgsets without donor restrictions

the statement of activities. Net depreciation in damstricted endowments is nebursed fronmet assets

without donor restrictionas necessary to replenish the endowment fund to its historic dollar value as
established by the Foundation.

The Foundation has adopted investment and spending policies, approved by the Board of Daectors,
endowment assets that attempt to provide a predictable stream of funding to programs supported by its
endowment while maintaining the purchasing power of these endowment assets over-tierionthe
Foundation’s spendi ngktegethkrto athiegesthisrlgeattive. ghe linvestmeats v
policy establishes an achievable return objective through diversification of asset classes. The current long
term return objective is to return 6.5%, net of management fees. Actual returns in anyegivenay

vary from this amount. To satisfy its lotgrm rateof-return objectives, the Foundation relies on a total
return strategy in which investment returns are achieved though both capital appreciation (realized and
unrealized) and current yielch{erest and dividends). The Foundation targets a diversified asset allocation
that places an emphasis on eqiiised investments and fixed income investments to achieve its long
term return objectives within prudent risk parameters.

The spending policg al cul ates the amount of money annuall
endowed funds, for scholarships and administration. The current spending policy is to distribute an
amount at least equal to 4% of a moving fgear average of the fair wad of the endowment funds.
Accordingly, over the longerm, the Foundation expects its current spending policy to allow its
endowment assets to grow at an average rate of
objective to maintain theyochasing power of endowment assets as well as to provide additional real
growth through investment return.

9. Property and Equipment

The Foundation capitalizes all additions, renewals, and betterments at cost whereas expenditures for
maintenance and repaiare expensed as incurred.

Depreciation and amortizati@mecomputed over the estimated useful lives of the assets using the straight
line method. Estimated useful lives of the assets are:

Office furniture and fixtures 3 - 7 years
Vehicles 5 years
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Note AT_Summary of Significant Accounting PoliciegContinued)

Donations of property and equipment are recorded as contributions at their estimated fair value. Such
donations are reported as unrestricted contributions unless the donor has restradsdttteea specific
purpose.

10.Revenues and Other Support

Annual campaign contributions are generally availablase without donor restrictions ftre related
campaign year unless specifically restricted by the donor.

Grants and other contributions odish ad other assets are recorded with donor restricifoiey are
received with donor stipulations that limit the use of the donated assets. When donor restrictions expire,
that is, when a stipulated time restriction ends or the purpose of theti@sis accomplishedet assets

with donor restrictionare reclassified toet assets without donor restricti@ml reported in the statement

of activities as net assets released from restrictions. Contributions receivaetbmgttrestrictions that

are met in the same reporting period are reportesh ascrease in net assets without donor restrictions

Endowment contributions and investments are permanently restricted by theddm@oe included in net

assets with donor restrictiaondgnvestmentearnings available for distribution are recordedheisassets

without donor restrictions Investment earnings with donor restrictions are recordetbtagssets with

donor restrictiondased on the nature of the restrictions.

Contributions of donatedoncash assets are recorded at their estimated fair values in the period received.
11.Functional Expenses

Directly identifiable expenses are charged to program and supporting services; management and genera
expenses include those expenses that are raattigtiidentifiable with any other specific function but
provide for the overall support and direction of the Foundation.

12.Income Taxes

The Foundation is an organization exempt from income tax under Section 501(c)(3) of the Internal
Revenue Code. The Fadetion is not identified by the Internal Revenue Service as a private foundation.

Management evalwuated the Foundation’s tax posit

that the Foundation had taken no uncertain tax positions that redisénaent to the financial statements
to comply with the provisions of this guidance.
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Note AT_Summary of Significant Accounting Policie§Concluded)

13.Fair Value of Financial Instruments

The carrying amounts of cash and cash equivalents, investmerdsagditional promises to give, student
loans, notes receivable, accounts payable, accrued expenses, andtaendiabpilities approximate fair
value.

14.Change in Accounting Principle and Reclassifications

On August 18, 2016, FASB issued Accounting 8tads Update (ASU) 20184, Notfor-Profit Entities

(Topic 958)- Presentation of Financial Statements for Nat-Profit Entities The update addresses the
complexity and understandability of net asset classification, deficiencies in information goalityli

and availability or resources, and the lack of consistency in the type of information provided about
expenses and investment return. We have implemented ASU120d4id have adjusted the presentation

in these financial statements accordingly. W"f#&U has been applied retrospectively to all periods
presented. As a result, the net assets section of the statement of position was changed to disclose the n
assets without donor restrictions and the net assets with donor restrictions. The stdtectgitiss was

changed to disclose the changes in net assets without donor restrictions and the changes in net assets wi
donor restrictions, as well as, netting investment management fees against investment income instead o
reporting it on the stateme of functional expenses as we previously required. The Foundation also
included a disclosure of their methodology for allocating expenses by their natural and functional
categories and disclosed both quantitative and qualitative information aboguiidétyi in the footnotes.

As allowed by the ASU, the liquidity footnote was not prepared retrospectively.

Note Bi Cash

The Foundation maintains its cash in bank deposit accounts, which, at times, may exceed federally insured
limits. Accounts at eachnstitution are insured by the Federal Deposit Insurance Corporation (FDIC
insured) up to $250,000. THeoundationhas not experienced any loss in such accounts. As of
DecembeBl, 20B and 2017the uninsured balance i§%268 and 4,295 respectivelyhe Foundation

believes it is not exposed to any significant credit risk on its cash balances.
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Note Ci Investments

Current requirements for fair value measurements establish a hierarchy that prioritizes the inputs to the
valuation techniques used. Tierarchy gives the highest priority to unadjusted observable quoted prices

in active markets for identical assets or liabilities (level 1 measurement) and the lowest priority to
unobservable inputs (level 3 measurements). The three levels of thdudaihiearchy are:

Level 1—- Unadjusted quoted prices in active markets that are accessible at the measurement date for
identical, unrestricted assets or liabilities.

Level 2— Quoted prices in markets that are not considered to be active or finastiaimants for
which all significant inputs are observable.

Level 3—Prices or valuations that require inputs that are both significant to the fair value measurement
and unobservable.

A financi al i nstrument’' s | eeadenthewwesthevehof anyhirgput that i r
is significant to the fair value measuremeAs of December 31, 2018, and 2017, all investments held by
the Foundation were considered a level 1.

Investment expense which consists of management fees totaled%a@n®$102,716 for the years ended
December 31, 2018 and 2017, respectively.

The Foundation’'s investments at December 31, 20
Gross
Unrealized Fair Market
Cost Gain Value
CASH AND EQUIVALENTS $ 584,049 % - $ 584,04¢
CORPORATE BONDS 1,075,187 295 1,075,48:
COMMON STOCK 2,912,501 (164,173) 2,748,32
MUTUAL FUNDS 8,667,577 (560,453) 8,107,12!

$13,239,315 $(724,331) $12,514,98
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Note Ci_Investments(Concluded)

The Foundat i on’ smber8ly20%k/ camsesnof the fodowingD e ¢ e

Gross
Unrealizec Fair Market
FIXED INCOME FUNDS Cost Gain Value
WESTWOODCASH RESERVESLLC $ 368,58'% 421$  369,00¢
WESTWOODCORE INCOME,LLC 1,922,56! 152,59: 2,075,15.
WESTWOOD TOTAL RETURNLLC 1,386,64: 1,178,53 2,565,17!
Equity Funds:
WESTWOOD TACTITCLE OPPORTUNITYLLC 221,79 398,54t 620,34
WESTWOOD DIVERSIFIED CORE EQUITYLLC 776,990 2,565,555  3,342,55:
WESTWOOD FOCUSED CORE EQUITY.LC 253,18t 1,169,37. 1,422,56.
WESTWOODDIVERSIFIED SMALL/MID CAP EQUITY, LLC 92,93¢ 760,29! 853,23
WESTWOODFOCUSED SMALL CAP EQUITY, LLC 203,97 320,68: 524,66(
WESTWOOD INTERNATIONAL EQUITY, LLC 945,25! 460,90! 1,406,16I

$ 6,171,93'$ 7,006,91 $13,178,85

Note Di Note Receivable

The Foundation’s note receivable consists of t

2018 2017
The Foundation entered into a purchase lease with the Co
whereby the College leased the Al Wheeler Activity Cel
Renovation for 12 yars, payable at $25,871 per year includ
interest at 3.5%. The College has the option to purchas
Remodel at the end of the lease term for $10. $ 24996 $ 49,147
Current portion of note receivable 24,996 24,151
Long term receivdp less current portion $ - $ 24,996

As of December 31, 2018, the College exercised its option to purchase the Remodel. As of
DecembeB1,2017, the aggregate maturities of the notes receivable were as follows:

2018 $ 24,151
2019 24,996
Total ¢ 49,147
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Note Ei Refundable Deposits

Beginning in 2003, the Peru Booster Club had entered into intermediary agreements with the Foundation.
Funds are held in a cash account by the Foundation as an agent of the organization tcsked distneir
request . The funds are not owned by the Foul
investments. The liability included in the accompanying statements of financial position represents the
amountdue to this entity totaling $18,022d $20,320 as of December 31, 8@hd 207, respectively.

Note Fi Notes Payable

At December 31, 2018 and 2017 the Foundation had a-t&nortbank loan that bears interest at 3.50%
with balances of $59,102 and $85,086 respectively. The loan was oefihi@nJanuary 2019 with a new
balance of $82,676 at a 4% interest rate and a new maturity date of January 31, 2020.

Note Gi Net Assets

The following net assets amounts represent amounts that are without donor restrictiordesigaated
or are withdonor restrictions.

Net assets without donor restrictions and ba#gsignated net assets in December 31, are available for
the following:

2018 2017
Unrestricted $ 2,398,641 $ 3,673,603
Board Designated
For scholarships 600,620 600,620
For work stipends 463,422 488,044
For campus improvements 5,500 5,500

Total net assets without donor restrictions $ 3,468,183 $ 4,767,767

Net assets with donor restrictions at December 31, are available for the following uses:

2018 2017
Perpetual endowment $ 8,046,202 $ 7,264,995
For scholarships 719,325 983,267
For education and athletic departments 1,061,958 980,385
Promise to give renovation 350,217 80,000
Total net assets with donor restrictions $ 10,177,7Q $ 9,308,647
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Note Gi_Net AssetgConcluded)

Net assets with donor restrictions consist of endowment fund assets held indefiflitelincome from
the assets is used for scholarships and to support the Foundetiomunts appropriated for schosuips
in 2018 and 202amounted to $300,716 and $202,289, respectively.

Net assets were released from donor restrictions by incurring expenses satisfying the purpose of the
restrictions specified by donors as follows:

2018 2017
Purpose restriction aoenplished
Scholarships $ 357,434 % 190,584
Departmental and athletic gifts to College 94,227 26,391
Oakbowl / Theater renovations & fundraising 22,986 50,420

$ 474,647 $ 267,395

Note H i Cash Interest Paid

As of December 31, 2018 and Z0there was no cash interest paid by the Foundation.

Note | T Availability and Liquidity

The Foundation regularly monitors liquidity required to meet its operating needsthardcontractual
commitments, while also striving to maximize the investméntsavailable funds.The Foundation has
various sources of liquidity at its disposal, includaagh and cash equivalenior purposes of analyzing
resources available to meet genergbenditures over a IPonth period, the Foundation considers all
expenditures related tits ongoing activities of program services, as well as, to support those activities to
begeneral expenditures.

In addition to financial assets available to meet general expenditures over the marnth3, the
Foundation operateasith a balanced budget and anticipates collectinf§icient revenue to cover general
expenditures not covered by dofrestrictedresources.

As of December 31, 2018, the following tables show the total financial assets heldFoytication and
the amouts of those financial assets that could readily be made avaiihla one year of the balance
sheet date to meet general expenditures:
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Notel i _Availability and Liguidity (Concluded)

Financial Assets at yearend:

Cash and cash equivalents $ 589,476
Cash Investments 584,049
Pledges receivable 3,899
Interest receivable 1,348
Unconditional promises to give 293,157
Note receivable 24,996
Investments convertible to €lain the next 12 months 11,930,934
$ 13,427,859
Less amounts not available to be used over the next 12 mo
Board designated funds $ (1,069,542)
Donor restriction on purpose (10,169,326)
Financial assets available to meet general

expenditures over the next 12 months: $ (11,238,868)

Note Ji Endowment Funds

Appreciation of endowed assets included in investments at December 31, are as follows:

2018 2017
Fair value of endowed assets $ 10,169,326 $ 9,974,023
Remaining principle balance (7,514,290) (7,146,698)

Net appreciation endowed assets $ 2,655,036 $ 2,827,325

The Foundation’ s endowme n-testrittad nreddemerd dunds iared tfunde f b
designated by the Board to function as an endowment. As required by generally accepted accounting
principles, net assets and the changes therein associated with endowment funds, including fund
designations by the Board of Directoostinction as endowments are classified and reported based on the
existence or absence of doamposed restrictions.

The Nebraska Uniform Prudent Management of Institutional Funds Act (NUPMIFA) was enacted
April 4,2007. NUPMIFA sets out guidelines t@ ltonsidered when managing and investing donor
restricted endowment funds. The Foundation has interpreted NUPMIFA as requiring the preservation of

the whole dollar value of the original gift as of the gift date of deastricted endowment funds absent
explicit donor stipulations to the contrary.
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Note Ji Endowment Funds(Continued

As aresult, the Foundation classifies as net assets with donor restrictions thealgaaf gifts donated

to the permanent endowment and the original value of subséegjfts to the permanent endowment.
Interest, dividends, and net appreciation of the doestrictedendowment funds are classified according

to donor stipulationsjf any. Absentany donosimposed restrictions, interest, dividends, and net
appreciabn (depreciation) oflonorrestricted endowment funds is classified as net assets without donor
restrictions.

In accordance with NUPMIFA, the Foundation considers the following factors in making a determination
to appropriate or accumulate dofrestriced endowment funds:

1. The duration and preservation of the endowment fund;
. The purposes of the Foundation and the dweestricted endowment fund;

. General economic conditions;

. The expected total return fromcome and the appreciation of investments;

2
3
4. The possible effect of inflation or deflation;
5
6. Other resources of the Foundation; and

7

. The investment policy of the Foundation.
Investment Return Objectives, Risk Parameters and Strategies

The Foundation has adopted investment and spending policiesyapmto by t he Foundat |
Directors, for endowment assets that attempt to provide a predictable stream of funding to programs
supported by its endowment funds while also maintaining the purchasing power of those endowment
assets over the lorgrm. Accordingly, the investment process seeks to achieve ancafietotal real

rate of return, including investment income as well as capital appreciation, which exceeds the annual
distribution with acceptable levels of risk.

Endowment assets are investe@ welkldiversified asset mix, which includes equity and debt securities,

that is intended to result in a consistent inflajpwotected rate of return. Therefore, the Foundation
expects its endowment assets, over time, to produce an average ratgroirreexcess of amounts
distributed annually. Actual returns in any given year may vary from this amount. Investment risk is
measured in terms of the total endowment fund; investment assets and allocation between asset classe
and strategies are mandge not expose the fund to unacceptable levels of risk.
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Note Ji Endowment Funds(Concluded)

Spending Policy

The Foundation has a policy for appropriating for distribution each year a portion of its endowment fund.
In establishing this policy, the Eodation considered the loitgrm expected return on its investment
assets, the nature and duration of the individual endowment funds, some of which must be maintained in
perpetuity because of donwestrictions, and the possible effects of inflation.

Note Ki Related Party Transactions

The Foundation incurs various expenses with the College throughout the year such as payroll
reimbursements, gifts, and other departmental expenses. The following is a summary of transactions with
the College for the yeaended December 31:

2018 2017
Salary and wage reimbursement $ 434,20¢ $ 414,111
Gifts and campus improvements 82,11¢ 1,522,59¢
Departmental expenses 112,75 62,00¢

$ 629,07 $ 1,998,71!

The Foundation owed the College for salary and veagpenses paid to its employees by the College in
the amount of $5,909and$55,813 at December 31, 20and 20%, respectively.

Note L i Retirement Plan

The College sponsors a defined contribution retirement pension plan, Teachers Insurance and Annuity
Association/ Coll ege Retirement Equities Fund (1T
allowed to participate. The plan covers all employees upon attaining 30 years of age and having two years
of college service. Employee contributions angted to 6% of gross salary. The Foundation reimburses
the College for the retirement fund contributio
contributions to the plan totaled $24,883 and $23,256 for the years ended December 31¢d 2013 an
respectively, and is included in salaries and wages on the statement of functional expenses.

Note M i Concentrations

During 2018, the Foundation received approximately 46% of its contributions from five (5)
individuals/estates. During 201 'het Foundation received approximately 41% of its contributions from
five (5) individuals/estates.
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Note Ni Prepaid Scholarships

The Foundation prepays the spring scholarships to the College at the end of thgehscals of
December 31, 2018 and 201fiere was no scholarships prepaid.

Note O Subsegquent Events

As of October 212019, the date which the financial statements were available to be thguealindation

did not have any subsequent events affecting the amounts reportefinani&lstatements for the year
ended December 31, 2018 which are requirdaetdisclosed in the notes to the financial statements for
the year then ended.
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WAYNE STATE FOUNDATION

The Wayne State Foundation (Foundation) is an independenprafincorporation established for the

sde purpose of securing private gifts for the benefit and promotion of Wayne State College (College).
The Foundation receives contributions from various contributors and provides funding to the College to
assist in fulfilling its mission of educating studs. Examples of initiatives funded by the Foundation
include scholarships, capital improvements, faculty grants, equipment, and athletic programs. The
Foundation funds and publishes, in cooperation with the Colleg&V#lyme State Magazirend other
communications sent to alumni and friends.

Note AT Summary of Significant Accounting Policies

A summary of the significant accounting policies consistently applied in the preparation of the
accompanying financial statements follows.

Method of Accounting. The accompanying financial statements of the Foundation have been prepared
on the accrual method of accounting.

New Accounting Pronouncement.On August 18, 2016, Financial Accounting Standards Board (FASB)
issued ASU 20144, Notfor-Profit Entities (Topic 958)— Presentation of Financial Statements of Not
for-Profit Entities. The update addresses the complexity and understandability of net asset classification,
deficiencies in information about liquidity and availability of resources, and the ladhsistency in the

type of information provided about expenses and investment return. The Foundation has adjusted the
presentation of these statements accordingly. The ASU has been applied retrospectively to all periods
presented.

Cash and Cash Equivatnts For purposs of the statements of financial position, the Foundation
considers all unrestricted highly liquid investments with an initial maturity of three months or less to be
temporary cash investments.

Investments. Investments in marketable seities with readily determinable fair values and all
investments in debt securities are reported at their fair values in the statements of financial position.
Unrealized gains and losses are included in the change in net assets. Donated secueiti@sladeas
contributions equal to the fair market value of the securities at the date of gift.

Property and Equipment and Depreciation. Property and equipment are carried at cost, if purchased,
and at fair market value at the date of contribution, iired by donation, less accumulated depreciation.
Depreciation is provided for in amounts sufficient to relate the cost of depreciable assets to operations
over their estimated useful lives computed primarily on the strliilghimethod. It is the Founda on’ s
policy to capitalize property and equipment of $2,500. Buildings and improvements are depreciated over
estimated lives of 26 to 40 years. Furniture, fixtures and equipment are depreciated over estimated lives
of ten years.
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WAYNE STATE FOUNDATION (Continued)

Note AT_Summary of Sgnificant Accounting Policies(Continued)

Promisesto Give.Contributions are recognized when the donor makes a promise to give to the Foundation
that is, in substance, unconditional. Unconditional promises to give that are expected to be collected
within one year are recorded at net realizable value. Those expected to be collected in future years are
recorded at present value of estimated future cash flows. Conditional promises to give are recognized
only when the conditions on which they depend arbstantially met and the promise becomes
unconditional.

Net Asset ClassificationNet assets, revenues, gains, and losses are classified based on the existence or
absence of donor or grantor imposed restrictions. Accordingly, net assets and chamjesatber
classified and reported as follows

Without donor restrictions. Net assets available for use in general operations and not subject to donor
or grantor restrictions. The governing board has designated, from net assets without donor restrictions,
boarddesignated endowments.

With donor restrictions. Net assets subject to donor grantorimposed restrictions. Some donor
imposed restrictions are temporary in nature, such as those that will be met by the passage of time or
other events specified lige donor. Other donemposed restrictions are perpetual in nature, where

the donor stipulates that resources be maintained in perpetuity. Gifts divielh@ssets and gifts of

cash restricted for the acquisition of leinged assets are recognizesl i@venue when the assets are
placed in service. Donemposed restrictions are released when a restriction expires, that is, when the
stipulated time has elapsed, when the stipulated purpose for which the resource was restricted has bee
fulfilled, or bath, and are reported in the statements of activities as net assets released from restrictions.

Fair Value Measurement The FASB has issued guidance defining fair value, establishing a framework

for measuring fair value and expanding disclosures abow&iae measurementsgair value is the price

that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The foundation utilizes a fair value hierarchytize priori

the inputs to valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (level 1 measurements) and the
lowest priority to unobservablaputs (level 3 measurements). The three levels of the fair value hierarchy
are described as follows:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that the Foundation hasdhility to access

Level2 Inputs to the valuation methodology include:
9 quoted prices for similar assets or liabilities in active markets;
1 quoted prices for identical or similar assets or liabilities in inactive markets;
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WAYNE STATE FOUNDAT ION (Continued

Note AT_Summary of Significant Accounting Policies(Concluded

inputs other than quoted prices that are observable for the asset or liability;
inputs that are derived principally from or corroborated by observable market data
by correlation or other means.

1
1

If the assetor liability has a specified (contractual) term, the level 2 input must be
observable for substantially the full term of the asset or liability.

Level3 Inputs to the valuation methodologye unobservable and significant to the fair value
measurement.

The assetdr i a b fair valueymeasurement level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement. Transfers between levels shall occur
at the actual date of the event or change in cirtamegs that caused the transfer. Valuation techniques
used should maximize the use of observable inputs and minimize the use of unobservable inputs.

Functional ExpensesThe financial statements report certain categories of expenses that are atwibuted t
more than one program or supporting function. Therefore, expenses require allocation on a reasonable
basis that is consistently applied. The expenses that are allocated include personnel and office expense
which are allocated on the basis of time aridref

Income TaxesThe Foundation is exempt from Federal income tax under Section 501(c)(3) of the Internal
Revenue Code. As such, income earned in the pe
subject to income tax. Any income earned tigitounrelated business activities is subject to income tax at
normal corporate rates. For the years ended June 30, 2019 and 2018, the Foundation had no tax liability
on unrelated business activity. The Foundation believes that it has appropriate suppgrtaripositions

taken, and as such, does not have any uncertain tax positions that are material to the financial statement:
The Foundation’ s Feder al Exempt Organi zati on
June30, 2019, 2018, and 2017 are sulbbjecexamination by the Internal Revenue Service (IRS), generally

for three years after they were filed.

Use of Estimates The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of Angeniequires management to make estimates and
assumptions that affect the reported amounts and disclosures. Accqrdotghl results could differ
from those estimates.
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WAYNE STATE FOUNDAT ION (Continued

Note B i Unconditional Promises to Give and Receivables

Unconditional promises tawe consist of donor pledges due in the following periods:

2019 2018

Less than one year $ 8,500 $ 33,700
One to two years 399,225 258,913
Two to three years 389,375 196,366
Three to four years 375,375 168,500
Four to five years 375,35 60,000
More than five years 47,000 80,000

1,594,850 797,479
Less discount to present value (4%) (150,793) (68,688)

$ 1444057 $ 728,791
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WAYNE STATE FOUNDAT ION (Continued

Note Ci Fair Value of Assets and Liabilities

Following is a description of the valuation metlologies used for assets and liabilities measured at fair
value. There have been no chasiganethodologies used during the years ended June 30, 2019 and 2018.

Commonfund Group fundd/alued at the observable net asset value (NAV) of shares by the
Foundation at year end.

Mutual fundsValued at the observable net asset value (NAV) of shares held by the Foundation at year
end.

Private company stock/alued based on redemption price for the same security.

Unconditional promises to givé/alued using lie estimated present value of future cash flows at
historical discount rates (4%).

Annuity agreementd/alued using the estimated present value of the annuity obligation. The discount
rate used varied from 1.2% to 9.6% and 1.2% to 8.2% for the yeard éunde 30, 2019 and 2018,
respectively.

The following table sets forth the balances of assets and liabilities measured at fair value on a recurring
basis at June 30, 2019.

Quoted Prices i  Significant

Active Markets Other Significant
for Identical Observable Unobservable
June 30. 2019 Fair Value Assets (Leel 1) Inputs (Level 2 Inputs (Level 3’
Money markets and certificate of deposit $ 1,561,808 $ 48,311 $ 1513497 $
Investments
Commonfund Group Funds
U.S. equity 13,024,371 - 13,024,371
International equity 4,928,356 - 4,928,356
Emerging markets equity 1,551,650 - 1,551,650
Fixed income 7,261,818 - 7,261,818
Mutual funds
U.S. equity 616,345 616,345
International equity 129,952 129,952
Emerging markets equity 21,293 21,293
Fixed income 279,286 279,286 -
Private company stock 108,988 - 108,98t
Totalinvestments $ 29,483,867 $ 1,095187 $ 28,279,692 $ 108,98t
Unconditional promises to give receivable $ 1,444,057 $ - $ - $ 1,444,05
Annuities payable $ 287,686 $ - $ - $ 287,68t
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WAYNE STATE FOUNDAT ION (Continued

Note Ci1 _Fair Value of Assets and Liabilities(Continued)

The following table sets forth the laaices of assets and liabilities measured at fair value on a recurring

basis at June 30, 2018.

Quoted Pricesi  Significant
Active Markets Other Significant
for Identical Observable Unobservable
June 30, 204 Fair Value Assets (Level 1 Inputs (Level 2 Inputs (Level 3’
Money markets and certificate of deposit $ 1,496,584 $ 32,080 $ 1,464,504 $ -
Investments
Commonfund Group Funds
U.S. equity 12,314,00€ - 12,314,00€ -
International equity 4,630,062 - 4,630,062 -
Emerging markets equity 1,555,993 - 1,555,993 -
Fixed income 6,611,760 - 6,611,760 -
Mutual funds
U.S. equity 633,698 633,698 - -
International equity 132,207 132,207 - -
Emerging marketequity 19,788 19,788 - -
Fixed income 262,073 262,073 - -
Private company stock 8,988 - - 8,988
Totalinvestments $ 27665159 $ 1,079,846 $ 26,576,325 $ 8,988
Unconditional promises to give receivable $ 728,791 - $ - $ 728,791
Annuities payable $ 302,915 - $ - 8 302,915
The following table sets forth a summary

for the year ended June 30, 2019.

Unconditional

Promises Annuities Private Compan

June 30, 2019 to Give Payable Stock
Beginning balance $ 728,791 $ 302915 $ 8,988
Contributions - - 100,000
Unconditional promises to give

received during the year 1,508,484 - -
Unconditional promise to give

collected duringhe year (706,413) - -
Change in discount of unconditional

promises to give (82,105) - -
Payments on annuity contracts - (98,297) -
Amortization of annuity obligations - 83,068 -
Unconditional promises to give

written-off during the year (4,700) - -
Endingbalance $ 1,444,057 $ 287,686 $ 108,988
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WAYNE STATE FOUNDAT ION (Continued

Note Ci_Fair Value of Assets and Liabilities(Concluded)

The following table sets forth a summary of ¢ h;
for theyear ended June 30, 2018.

Unconditional

Promises Annuities Private Compan

June 30, 208 to Give Payable Stock
Beginning balance $ 1,259,944 $ 336,581 $ 8,988
Unconditional promises to give

received during the year 275,000
Unconditianal promise to give

collected during the year (855,511
Change in discount of unconditional

promises to give 49,358
Payments on annuity contracts - (118,890
Amortization of annuity obligations - 85,314
Endingbalance $ 728,791 % 302,915 $ 8,988

The net unrealized and realized gains and losses are included in investment performance on the statemen
of activities.

Note DT Property and Equipment

Property and equipment consist of:

2019 2018
Land $ 37,000 $ 20,000
Buildings and improvements 313,018 134,417
Furniture, fixtures and equipment 10,713 10,713

360,731 165,130
Less discount to present value (4%) (74,883) (69,685)

$ 285848 3 95,445

Depreciation expense for the years endieae 30, 2019 and 2018 was $5,198 and $4,358, respectively.
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WAYNE STATE FOUNDAT ION (Continued

Note Ei Split Interest Agreements

The Foundatioias entered into irrevocable agreements (sphltrest agreements) with donors where, in
exchange for a gift from the donor, the Foundatiarvigies an annuity to the donor or other designated
beneficiaries for a specific period of time, usually the life of the donor.

A liability is recognized for the estimated present value of the annuity obligation and the contributed assets
are recorded aheir gross market value. The discount rate and actuarial assumptions used in calculating

the annuity obligation are those provided in IRS guidelines and actuarial tables. The discount rate used
varied from 1.2% to 9.6% and 1.2% to 8.2% for the yearsceddee 30, 2019 and 2018, respectively.

The amount of the liability is adjusted annually in accordance with the IRS actuarial tables and a gain or

loss is recorded to reflect the change in value

There were no new contributions for the years ended Jyr2039 and 2018.

Assetsand liabilities of the Foundation, as derived from splierest agreements, are as follows:

2019 2018
Assets included in investments and cash $ 654,670 $ 682,357
Annuities payable $ 287,686 $ 302,915

Note F1 Net Asses

Net assets without donor restrictions have been designated by the governing board as follows

Board designated:
Quasiendowment to support general activities $ 437,248 $ 402,814

Net assets with donor restrictions comprise the following

Subjectto the passage of time:
Promises to give that are not restricted by donors, but

which are mavailablefor expenditure until received $ 26,390 $ 40,554
Subiject to the purpose restrictions:
College departments 475,163 471,227
Renovation projects 982,010 2,023,162
Scholarships 7,516,401 5,998,701
Other designated programs 16,037 19,689
Subject to the perpetual restrictions:
Assets held under spiititerest agreements and other 216,819 235,119
Interest in perpetual trust 952,317 945,371
Permanent endowments and promises to fund
permanenendowments 18,076,802 16,715,912

$ 28,261,939 $ 26,449,785
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Note Gi Endowments

The Executive Committee of the Foundation msrpreted the Nebraskiiform Prudent Management

of Institutional Funds Act (UPMIFA) as requiring the preservation of the fair value of the original gift as
of the gift date of the donaestricted endowment funds absent explicit donor stipulationg toothitrary.

As a result of this interpretation, the Foundation classifies the original value of gifts donated as permanent
endowments.

In accordance with UPMIFA, the Foundation considers the following factors in making the determination
to appropriate oaccumulate donerestricted endowment funds:

1) The duration and preservation of the fund

2) The purposes of the Foundation and the deesiricted endowment fund

3) General economic conditions

4) The possible effect of inflation and deflation

5) The expected total nern from income and the appreciation of investments
6) Other resources of the Foundation

7) The investment policies of the Foundation

Endowment Investment and Spending Policies. The Foundation has adopted investment and spending
policies for endowment assetisat attempt to provide a predictable stream of funding to programs
supported by its endowment funds while seeking to maintain the purchasing power of the endowment
assets. The Foundation’ s i nvest ment and spen
Foundation’”s Executive Committee, wor k togethe
establishes an achievable return objective through diversification of asset classes, which includes debt anc
equity securities. The current investment ofiyecis to achieve a total return (net of inflation and
expenses) that is at least as great as the spending supported by the portfolio, so that the purchasing powz
of the portfolio does not decline over time.

The spending policy determines the amountnrob ney di stri butable from t
endowment funds for grant making. The spending rate allows for distribution of 6% for the year ended
June 30, 2019 and 5% for the year ended June 30
prior three years through June 30 of the preceding fiscal year in which the distribution is planned. The
Foundation may, at its discretion, set a lower payout rate which appears in line with the current yield from
investment and general economic condgiorin establishing this policy, the Foundation considered the
long-term expected investment returns, the nature and duration of the individual endowment funds, and
the possible effect of inflation.
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Note Gi Endowments(Corcluded

Changes in endowmenget assets for year ended June 30, 2019 are as follows:

Without Donor  With Donor
Restrictions Restrictions Total

Balance July 1, 2018 $ 402,689 $ 22,283,469 $ 22,686,158

Interest and dividends 6,864 400,565 407,429
Realized and unréaed gains 27,695 1,262,095 1,289,790
Contributions - 897,155 897,155

- 20,400 20,400

Transfers

Amounts appropriated for expenditure - (1,106,000) (1,106,000)

437,248 $ 23,757,684 $ 24,194,92

Balance June 30, 2019 $

Changes in endowment net assets for year ended June 30, 2018 are as follows:

Without Donor  With Donor

Restrictions Restrictions Total
Balance July 1, 201 $ 369,803 $ 20,702,379 $ 21,072,272
Interest and dividends 5,442 317,181 322,83
27,354 1,340,851 1,368,205

Realized and unrealized gains

Contributions - 780,004 780,004
Transfers - 7,100 7,100
- (864,046 (864,046

Amount appropriated for expenditure

Balance June 30, 2018 $ 402,689 $ 22,283,469 $ 22,686,158

From time to time, the fair value of assets associated with individual -destoicted endowment funds

may fall below the level that the donor or NUPMIFA requires the Foundation to retain as a fund of
perpetual duration. As of Jur9D, 2018 endowment funds had deficiencies totaling $125. These
deficiencies resulted from unfavorable market fluctuations that occurred after the investment of
contributions for donaerestricted endowment funds and continued appropriation for certarapns that

was deemed prudent by the Executive Committee of the Foundation.
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Note Hi Liquidity and Availability

The Foundation manages its cash available to meet general expenditures following the general principles
stipulated in the Statement of Invesint Policy established by the Executive Committee. These include

a diversified portfolio managed in accordance with high standards of fiduciary duty and compliance with
applicable laws and regulations. Standards for return, asset allocation, andichtiersishall be
determined from a strategic perspective and measured over successive market cycles.

The policy also delegates the Audit/Finance Committee with the responsibility of working with the
Foundation staff to develop an annual operating budgetcommend to the Executive Committee. This
annual operating budget covers management and general expenses, fundraising expenses, and certa
program support. The table below presents financial assets available to meet that annual operating budge
for the upcoming fiscal year.

Cash and cash equivalents $ 183,173
Certificates of deposits 35,000
Investments 2,683,036

$ 2,901,209

Note | T Operating Leases

On June 22, 2018, the Foundation entered intcm@dth operating lease for a vehicle. @nthe terms
of the lease, monthly rent payments are $697. Future lease expense is $7,670 for the year ending
June30,2020.

Note Ji Related Party

The Foundation provides support to the College to assist in fulfilling its mission of educating students
For the years ended June 30, 2019 and 2018, the Foundation provided support in the form of the following:

2019 2018

Direct support

Scholarships $ 2,970,00: $  2,909,62¢

Athletic scholarships 307,233 382,18t

Capital improvemerst 1,371,221 2,225,61¢

Neihardt stipends 32,100 21,900

Athletics administration support 79,029 107,187

General budget support 39,087 27,937
Indirect support 58,399 53,282

$ 4857072 $ 5727,73C
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Note Ji Related Party (Concluded

The Foundation also reimbursed the College for payroll and other operating expenses in the amount of
$593,245 and $393,782 for years ended June 30, 2019 and 2018, respectively.

The Foundation receives donated accounting services, secreta@dseand rent from the College. The
estimated fair value for these services was $36,996 and $166,908 for the years ended June 30, 2019 an
2018, respectively. These amounts have been recognized in the financial statements.

Note Ki Retirement

TheFoundationcontributes to a defined contribution retirement plan. The plan provides contributions of
8% of the eligible employee’s wages. The Foun
ended June 30, 2019 and 2018, respectively.

Note L T Concentration of Credit Risk

Financial instruments which potentially subject the Foundation to concentrations of credit risk consist
principally of checking, money market, and certificate of deposit accounts at financial institutions.
Accounts at each ingtition are insured by the FDIC up to $250,000. The bank account, at
DecembeB1,2019 and 2018, exceeded federally insured limits by $1,219,700 and $2,470,309
respectively. The Foundation has not experienced any losses on such accounts.

Note M i Subsequat Events

Subsequent events have been evaluated through the audit report date, the date that the financial statemer
were available to be issued.
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NEBRASKA STATE COLLEGE SYSTEM
(A COMPONENT UNIT OF THE STATE OF NEBRASKA)

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITOR & REPORT

Board of Trustees of the Nebraska State College System
Lincoln, NE

We have audited in accordance with auditing standards generally accepted in the United States of America
and the standards applita to financial audits contained @Government Auditing Standardssued by

the Comptroller General of the United Statthe financial statements of the business type activities and

the discretely presented component units of the Nebraska State Cijtstigen (NSCS) (a component

unit of the State of Nebraska), @fsand for the yearendedJune 302019and2018 and the related notes

to the financial statements, which collectively
statementsandhave issued our report thereon ddbettember 12, 20190ur report includes a reference

to other auditors who audited the financial statements of the Nebraska State College System Foundations
the Nebraska State Colleges Facilities Corporation, and tivéyaof the Nebraska State College System
Revenue and Refunding Bond Progr am, as descri b
The financial statements of these entities and program were not audited in accorda@mvertiment
Auditing Sandards and, accordingly, this report does not include reporting on internal control over
financial reporting or instances of reportable noncompliance associated with these entities.

Internal Control Over Financial Reporting

In planning and performingur auditof the financial statementsve considered thBISCS s i nt er n
control over financial reportin@nternal control) to determine tla@idit procedurethat are appropriate in

the circumstance®r the purpose of expressigir opinion on the finacial statementsut not for the

purpose of expressiran opiniononthee f f e ct i v e n e sisternalfcontroh Accomliggly,Sve s

do not express an opinion on the effectiveness

A deficiency in internal controkxists when the design or operation & control does not allow

management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basisatArial weakness a deficiency, or a eobination
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of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement
of the NSCS's financial statements wil |IbassAt be
significant deficiencys a deficiency or combination of deficiencies in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal contraks for the limited purpose dedwed in the first paragraph of this
section and was not designed ittentify all deficienciesin internal controlthat might be material
weaknesseer significant deficienciesGiven these limitations, during our audit we did not identify any
deficienciesm internal control that we consider to be material weaknebk®sgever, material weaknesses
may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonabl e assur @freeéomab o ut
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statemt amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other mattere ttesfuaed to be
reported undeGovernment Auditing Standards

Nebraska State College Systemds Findings and Re
We also noted in our separately issued management lettefatechber 12, 201@ertain other matters
that we reported to managemeifthe NSCS.

Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance

and the result of that testing, and not to pro
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards n considering t he NSCS'’ s i nte

Accordingly, this communication is not suitable for any other psep

ey

December 12, 2019 Zachary Wells CPA,CISA
Audit Manager
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